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FOOD CONTROL AND PRICE-FIXING IN REVOLU- 
TIONARY FRANCE. I 


When Revolutionary France was fighting all Europe a century 
and a quarter ago, her government was as much concerned with the 
cost and the distribution of the necessaries of life as has been any 
of the warring nations since August, 1914. In the fall of 1792 it 
was not merely the fate of the imprisoned Louis XVI and the 
political consequences of victory on the Rhine and in the Nether- 
lands that absorbed the thoughts of the Convention. One of the 
longest and most important debates was upon the best method of 
insuring a supply of bread at a reasonable price. All the more in 
1793, when victory gave way to defeat and when civil strife rent 
the country, the food question became one of the government’s 
chief perplexities. It was then that the members of the Con- 
vention entered upon a series of ventures in price-fixing and food 
control. Hardly an experiment made in Europe or in this country 
during the past four years but was put into effect, in a crude manner 
perhaps, in 1793 and 1794. ‘The special form which these schemes 
took, and the measure in which they were successful, is of much 
historical interest." 

* This essay and the one which is to follow are in substance two lectures delivered 
at the Lowell Institute, in Boston, in January, 1918. An adequate examination of 
the French experience with maximum prices has been made possible through the work 
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The menace of famine in France was not due in the first place 
to a British blockade. The war with Great Britain began in 
February, 1793, months after the food crisis became acute. When 
war was imminent the French did not appear to think of the 
British sea-power as a particularly dangerous factor in the situa- 
tion. Charles Barbaroux, of Marseilles, was the only deputy to 
point it out. He asserted that a war with the Maritime Powers, 
England and Holland, would be the end of French importations 
from the Baltic, for, said he, ‘‘Kings do not know how to fight 
against peoples except as brigands and devastators.’”* Even in 
the summer of 1793, after the British ministers had definitely 
announced the policy of cutting off grain ships bound for France 
in order to reduce the French to terms by means of famine, the 
French politicians did not attribute high prices and the scarcity of 
food to the activities of the British fleet. 

The Revolutionary leaders failed to appreciate the undoubted 
effects of the general war in upsetting the markets. They allude 
to the ravages of the Austrian and Prussian armies in the northern 
departments. They criticize the buyers of military supplies for the 
folly and tyranny with which they carried out their commissions. 
But when the deputy Philippeaux spoke of France as a besieged 
town, and of the people as a garrison under the most imperious 


already accomplished by the Commission de Recherche et de Publication des Docu- 
ments relatifs 4 la Vie économique de la Révolution. The most important volumes 
of the series published under the direction of the Commission are Le Commerce des 
Céréales, by Pierre Caron; Les Procés-Verbaux des Comités d’ A griculture et de Commerce 
de la Constituante, de la Législative, et de la Convention, 4 vols., edited by F. Gerbaux 
and Ch. Schmidt; Les Subsistances en Céréales dans le District de Chaumont (Haute 
Marne), 2 vols., edited by Ch. Lorain; Le Comité des Subsistances de Toulouse, edited 
by J. Adler; Recueil des Documents d’Ordre économique contenus dans les Registres de 
Délibérations des Municipalités du District d’Alengon (Orne), 3 vols., edited by F. 
Mourlot; Documents relatifs d l Histoire des Subsistances dans le District de Bergues 
(Nord), Vol. I, edited by G. Lefebvre. Of the last work a second volume is to appear 
unless its completion has been prevented by the devastation ofthat part of France. 
A study of the attempt to regulate supplies in the fall of 1792 has been made by 
Professor A. Mathiez in the Revue Historique, CXXV, 265 f., with the title ‘Un 
Essai de Réglementation pendant la Premiére Invasion.” 

* For the whole speech, see Archives Parlementaires, LIV, 670f. All quotations 
from speeches given in this essay are translated from the text or version in the Archives 
Parlementaires, unless the source is otherwise indicated. 
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obligation to succor one another, he was thinking of the effect of 
the war upon property rights, rather than upon markets and prices. 
“The man who in such a case refuses to share his goods with his 
brethren,” he declared, ‘“‘is a traitor, and is certainly giving aid 
to the enemy.” “This is not the hour,” said he, ‘‘to exhaust the 
list of commonplaces upon the rights of property; the question is 
to save the garrison.”’ 

The problem of France was not the same as that of a great 
modern industrial community which does not raise enough food to 
supply its own markets. Like all Europe in the eighteenth century 
France was rural and her main business was agriculture. In ordi- 
nary years she could grow sufficient wheat to feed her own popu- 
lation and have some left for export. Paris was the only great city. 
The new machinery and the new processes of making iron and steel, 
which were beginning to draw the English population to the towns, 
had not been introduced into France. If famine threatened the 
French early in 1793, inability to distribute what was available 
somewhere within the national frontiers was the chief reason. 

Adequate subsistence meant first a supply of wheat. Bread as 
the “staff of life’? was more than a symbol; it held the most impor- 
tant position in the French dietary. In the southern part of the 
country maize was grown, but corn was considered a poor substi- 
tute for wheat. The potato was coming into favor, but was not 
in general use. Meat was not eaten much by the peasants. In 
the towns the demand was lessened by the large number of church 
fasts. When the people cried out for bread, it was bread that they 
wanted. As the crisis of 1793 developed, however, the scarcity 
of bread became connected with the scarcity of other foods, and 
also with that of necessities such as candles, soap, shoes, and 
clothing. 

The price of bread was more sensitive to the cost of wheat than 
it has been in the United States, even during the year 1917. 't 
might vary every few days, for the municipal authorities were 
accustomed to fix the price in proportion to tiie average price of 
wheat on each market day. If wheat went up because of rumors 
of crop failure, every one in the community was immediately made 
aware of the change. 
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What rendered the situation perilous was that the people of the 
towns, small as well as large, held among their most cherished 
prejudices the conviction that the grain merchant was naturally a 
forestaller and monopolist, and that the farmer was not much 
better. ‘The name for speculators of this sort was accapareur, 
which with its provocative iteration of sharp a-sounds was admir- 
ably suited to the requirements of a leader in food riots. The 
people came honestly by their tradition in this matter. Until 1763 
the government by its market rules branded the traffic in grain as 
something to be cautiously restricted. Purchases were to be made 
only in the open market, not at the farm. The farmer had to sell 
in person or through members of his family; he could not dispose 
of his grain to a commission merchant. In times of scarcity the 
government also forced him to keep the market supplied. Similar 
restrictions hampered the merchants in the purchase and carriage 


of grain from market to market." 

It was against both the theory and practice of such government 
regulation that Turgot and other economists carried on a successful 
propaganda. ‘Their opponents were not merely the popular preju- 


dice, but a whole system of interests, from the humble attachment 
of market inspectors to their fees, and the reluctance of officialdom 
to part with powers, to the interest of the high courts of parlement 
in the established order and the consecrated principles. The policy 
of the government after 1764 depended upon the make-up of the 
ministry. All that was certain was that the intellectual leaders, 
from whom the members of the successive legislative bodies were 
to be drawn, were on the whole convinced followers of the econo- 
mists and believed that if trade was unhampered no part of the 
country would suffer long from high prices. 

In its method of dealing with the food supply the Old Régime 
had left another perilous heritage to the Revolution. The custom 
had grown up for local bodies, especially the provincial courts, to 
issue ordinances for the regulation of the trade. In times of crisis 
they ventured to interfere with the movement of grain from prov- 
ince to province. The danger was that if the authority of the 
central administration was shaken by revolution, each province, it 


G. E. Afanassiev, Le Commerce des Céréales en France au XVIIT° Siécle. 
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might be each town, would seek to protect its own food supply 
against its neighbors. If the local officials did not act of their own 
accord, mobs spurred by high prices or fear of hunger might compel 
action. 

It was inevitable that the outbreak of the Revolution in 1789 
should be accompanied by a food crisis. Riots werecommon. The 
chief concern of Bailly, the new mayor of Paris, was the purchase 
of grain and its safe convoy to the city. It was the lack of bread, 
as much as anything else, that impelled the Paris mob on October 5 _ 
to go out to Versailles and bring back to the city the “baker, the 
baker’s wife, and the baker’s boy,” as the royal family was called, 
in evidence of the popular superstition that the government was 
responsible for the food supply. 

By 1791 the Revolution entered upon a new stage. The party 
that had supported it was rent into hostile factions. An antago- 
nism of sinister presage arose between the bourgeoisie and the peuple, 
made up of petty tradesmen, artisans, and the poor. Politicians 
of the temper of Robespierre, and journalists like Marat, seized 
every opportunity to set the “people” over against the ‘‘rich 
egoists”’ and ‘‘aristocrats.”” Henceforward “egoism”’ and ‘“‘aris- 
tocracy,” as well as forestalling and monopoly, were accusations 
hurled at grain merchants and farmers the moment prices were 
high or there was danger of scarcity. With the outbreak of war 
in 1792 and the overthrow of the monarchy, the reign of violent 
passions was undisputed. Public opinion became a stormy sea 
difficult for the most experienced political sailors. 

People, in a panic because they do not know where next week’s 
bread, meat, and coal are to be found, are not likely to apply the 
rules of evidence to every rumor. And yet it is astonishing what 
tales stirred the French mobs. If a few carts passed through a 
town at night, they certainly contained grain that was on the way 
to the frontier to be sold to the enemy! In eastern France was the 
little market town of Arc, Arc-en-Barrois, which reminds us of the 
Maid, Joan, for this was her country. At six o’clock on the eve- 
ning of November 15, 1791, the officials heard a noise in the street, 


and going out saw a crowd about two wagons loaded with grain. 
The people declared that the wagoners were forestallers, that the 
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town was in need of grain, and that the wagons should not go on. 
The officials remonstrated, explaining that they had no right to 
stop loads of grain. The only consequence was that the crowd 
turned upon them. To save themselves from violence they retired 
to the Hétel-de-ville. The communal counselor was bold enough 
to go out and ask the crowd to delegate six persons to confer with 
the magistrates. The crowd agreed, insisting that the grain should 
be unloaded, which the officials had to permit, because the officer 
of the national guard told them that his soldiers could not or would 
not keep order. The result of the conference was that after some 
words about the law and the needs of the people the magistrates 
asked the wagoners what they wished to do with their grain. 
Fortunately for the peace of Arc-en-Barrois, the wagoners said their 
employer had told them to sell at the first good opportunity. This 
was done and the riot ended." 

The same month there was a more serious affair at Chaumont, 
the capital of the department. It also began with the stopping of 
grain wagons. After two or three days of rioting, the disturbance 
reached such a pitch that the administrators of the department fled 
from the town pursued across the fields by the mob.?__ In February, 
1792, a terrible riot occurred in Dunkirk, the port from which grain 
bought in the northern departments was shipped to Bordeaux and 
the south. This was not the first commotion of the kind. The 
usual pretext was that the bills of lading marked Bordeaux were a 
blind and that the grain was exported. It was to prevent the ships 
from sailing that the riot broke out. The national guard was 
powerless to check it, and the soldiers of the line would not act with 
vigor. A proclamation of martial law did no good. After the 
houses of several prominent grain merchants had been sacked, the 


municipality ordered the grain unloaded as the only means of 
restoring quiet. In their fear of new disorders they appealed to 


the government to forbid trade by sea in grain. 

Mobs in the region of the Loire were not content with efforts 
to force down the prices of grain; they proclaimed schedules of 
prices for other necessaries. At a town near Chartres they had on 
their list candles, beef, cloth, bar iron, and shoes. They wanted 


‘Lorain, op. cit., I, 320-23. 2 Tbid., 140-204. 3 Lefebvre, op. cit., I, 226-73. 
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beef at five sous, about half what it usually cost. Three members 
of the Convention had been sent to the region to restore order. 
They were seized by mobs, and under threats of instant death, 
compelled to authorize the list of prices. It is hardly necessary to 
add that the Convention did not confirm their acts; it virtually 
stigmatized their conduct as cowardly.’ 

If the government sent grain to departments sorely in need, the 
towns through which it passed seized it or held it on suspicion of 
speculation. The inhabitants of the Alpine valleys in the south- 
east were treated in this fashion by Toulon, when they had nothing 
to live on except oats and potatoes. At Gap people were seen 
snatching half-baked bread from the bakers, they were so hungry. 
The extent of the evil appears from a report of Roland, Minister 
of the Interior. ‘If loads of wheat,” said he, ‘‘ have to cross several 
departments to reach their destination, it is rare that they are not 
pillaged or sold at prices fixed by the purchasers. The loads that 
are protected require the use of troops and all the efforts of the 
magistrates to remind misguided citizens of their duty.”* He added 
that in many places the national guard had joined the people in 
fixing a price below the market rate. 

The readiness of the people to accept every disquieting rumor 
about the grain trade surprised the more discerning members of the 
Convention. Creuzé-Latouche, the ablest advocate of the prin- 
ciples of Turgot and the Economists, declared that the French mind 
had made surprising progress during the four years of the Revolu- 
tion in every matter except food supply; in that it had retrograded 
two centuries. ‘‘Let each of you,” he continued, “recall every- 
thing rumored, denounced, or suspected about monopolies since the 
Revolution began. Examine each fact, with the circumstances 
and the persons involved, and you will see that if anything ever 
resembled the old popular visions of the sorcerers and spectres, it 
is actually these forestallings and monopolies.’ He thought that 
public opinion was so far astray that if a single voice utters a chance 
accusation of forestalling, the people are no more critical upon the 
question of proofs than the Judge of St. Claude was upon an 

t Arch. Parl., LIII, 597 f., 676 f., 678. 

2 Tbid., 481. 3 [bid., LIV, 682. 
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accusation of sorcery. Doubtless, if he had been speaking to us, he 
would have referred to the presiding judge in the Salem witchcraft 
cases. Such a state of mind made food riots inevitable, and these 
threw out of gear the mechanism of the grain trade, which was the 
only organized method of feeding the country. 

When the farmers were assailed in the Convention, Lequinio, 
who as one of the ‘‘ Proconsuls of the Terror’”’ could not be suspected 
of favoring “‘aristocrats,’’ demanded of their critics, ‘Which of you 
would venture to carry your grain to market if the least that could 
happen to you would be to hear it screamed into your ears that you 
were an accapareur, holding back your grain to increase the public 
misery and to enrich yourself at the expense of the unfortunate; 
if you expected to see your sacks torn open and your grain either 
sold below market rate or taken without pay; and if you feared in 
the end to become the victim of popular rage stirred by mean 
intriguers and cheap flatterers of the people ?”’ 

The farmers held back their grain, not only because they feared 
being mobbed on the way to market, but because they did not wish 
to take the money that was offered them. This was the assignat, 
the paper money which the government had begun to issue in 1790. 
It was not convertible into gold, although it could be used to pur- 
chase public lands, which were better than gold, so the advocates 
of the issue declared. As the new tax system was badly adminis- 
tered, and the national revenue increasingly in arrears, while 
expenses grew by leaps and bounds, the temptation to call upon 
the printing press for cash became irresistible. When the Conven- 
tion met, late in September, 1792, assignats to the value of 2,700 
million livres had been issued. Their depreciation had been from 
six to ten per cent in 1790, and it was now about fifty per cent. If 
the farmer demanded gold or silver for his grain he was suspected 
of lack of patriotism or was called a speculator. As yet, to ask was 
not a crime. Tradesmen in the towns did not hesitate to make 
a difference between the price in assignats and the price in coin. 
In May, 1792, an English lady living at Amiens wrote to her friends 
in England, ‘‘Whenever I want to purchase anything, the vendor 
usually answers my question by another, and with a rueful kind of 
tone inquires, ‘En papier, Madame ?’—and the bargain concludes 
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with a melancholy reflection on the hardness of the times.” By 
January, 1793, even the copper pieces coined from the church bells 
were preferred to paper. ‘‘You would scarcely imagine,” she 
wrote, ‘‘that this copper is deemed worthy to be hoarded; yet such 
is the people’s aversion to the paper, and such their mistrust of the 
government, that not a housewife will part with one of these pieces 
while she has an assignat in her possession.”” The farmer was a 
seller, not a buyer, and he, like the tradesman, was wont to inquire, 
“In paper, Sir ?’” 

The government had one way and only one to make him in 
effect a buyer, and that was to compel him to pay his taxes. The 
refusal of the successive Revolutionary governments to utilize this 
resource is one of the mysteries of the period. Were the evidence 
not all the other way, we could be sure that the farmer vote was 
organized and that a solid block of agrarians was seated in each 
legislature from the Constituent to the Convention. This was not 
so. In 1793 and 1794 nobody in France was treated to a more 
select list of vituperative epithets than the farmer, and yet hardly 
a voice was raised in his defense in the Convention. Several mem- 
bers explained that the way to make him sell his wheat was to begin 
to collect the direct taxes; but it appeared simpler to run the 
printing press day and night than to undertake any thorough reor- 
ganization of the tax system. And the tax system needed to be 
reorganized, if the taxes were to be collected, for it rested with 
each commune whether it should pay or not pay. The machinery 
created to overcome local inertia or ill-will was too cumbersome, and 
thousands of communes did not take the trouble to make out their 
list of taxable property on time, to say nothing of making collections. 
Had not the farmer lost his market by reason of the disorders he 
would truly have been one of the spoiled children of the Revolution. 
He had been freed from those charges which made him, as Taine 
said, the “‘beast of burden of the Old Régime’’—from feudal dues, 
from the tithe, and from both the taille and the vingtiémes; half 
the time or more he did not pay the new property taxes which the 
first national assembly voted. All he required to complete his well- 
being was a good market for his grain. 

* Residence in France, by an English lady. Edited by John Gifford, I, 7-9. 
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High prices were also due to the competition of government 
agents, buyers for the army and navy, or for Paris and other towns. 
The government made an effort to centralize its buying, but the 
administrative service was so disorganized that the plan was 
ineffective. The agents of Paris defied control, and its 600,000 
inhabitants required enormous quantities of flour. Moreover, in 
Paris bread was sold at a low price without regard to the cost of 
grain. The bakers still bought at the market, but it was the city 
authorities, rather than merchants, that kept the market supplied 
at a daily loss of 12,000 livres. As flour was for this reason cheaper 
than in the neighboring towns, many outside bakers found it profit- 
able to buy in Paris. To keep the market supplied, agents were 
sent out who competed everywhere with other government agents. 
Few had an interest in keeping cost down; their object was to fill 
their commissions quickly. It was to the advantage of the farmer 
to deal with them and to avoid the chance of being plundered on the 
way to market.’ 

In consequence of all these influences, wheat at the close of 1792 
was three times as high in some markets as in others. In one 
department on the Loire it cost 30 per cent more than in the two 
adjoining departments on either side. Fifty-eight of the eighty- 
three departments had applied to the Ministry of the Interior for 
supplies. From fourteen of these Roland discovered that the mili- 
tary buyers had drawn large quantities of wheat and flour. They 
had been busy creating local famines, which he was expected to end.? 

It would be hard to exaggerate the danger to France when the 
machinery of an industry which occupied the great body of work- 
men and traders in a country still agricultural was crippled. 
Millions of farmers, retail merchants, millers, bakers, and wholesale 
merchants were the pieces in the mechanism. Their habits of work 
were almost as rigid as the grooves and bars and ratchets of a 
machine. To wrench out parts, or smash the machine because 
something was going wrong, was a poor means of getting more of 
what the machine was constructed to produce. Even a government 
with all the prestige of national authority could not do this unless it 

‘See Roland’s reports, especially Arch. Parl., LII, 524; LIII, 477; LVI, 649. 

2 Ibid., LVII, 725-26. 
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had another and better mechanism ready to do the work. To pre- 
pare such a mechanism was not the task of a few days. Decrees 
could not accomplish it. The risks were heavy. Failure did not 
mean merely financial loss; it meant hunger and misery to millions. 

The Convention devoted many hours to the study of the prob- 
lem in November and December, 1792. The question was argued 
upon a proposal of the Committee of Agriculture to make a careful 
survey of all stocks of grain and flour held by farmers, as well as 
by millers and merchants, to limit all buying to the open market, 
and to supervise strictly the purchases and sales of traders. This 
would be a return to the methods of the Old Régime, which Necker 
had tried once more in 1788 and 1789, and which then had increased 
the public alarm. The farmers were especially hostile to surveys 
of their stock of grain. Under the Old Régime this had commonly 
been the first step in attempts to raise their taxes. They also 
feared that it meant a seizure of their supply, leaving them without 
any reserve against a bad season, possibly without food for their 
families. They did not live in an age of census takers and statisti- 
cians. Every attempt to secure such inventories during the Revo- 
lution was a failure. Speaking of one, a deputy, himself a farmer, 
said that in a district near his home the inventory had shown that 
the inhabitants did not have enough grain to last until the next 
crop, while he personally knew that the district possessed a surplus 
of 60,000 bushels." 

These measures were mild in comparison with the proposals 
made by a deputation from the department immediately west of 
Paris in which the principal towns were Versailles and Pontoise. 
Their remedy was to prohibit the grain trade except to millers and 
bakers and fix a uniform price of about a dollar a bushel. At this 
time wheat was selling for more, even in the departments most 
abundantly supplied. It is not the remedies of the petitioners, 
however, but their simple conception of society that is interesting. 
To prove that the grain trade was incompatible with the existence 
of the Republic, they had prepared a kind of shorter catechism. 
“Who compose the Republic?” they ask. There could be evi- 
dently only one reply. It is, “A small number of capitalists and 


* Statement by Isoré, November 16, 1792. Arch. Parl., LILI, 449. 
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a great number of poor.”” And the catechism goes on in the same 
clear, convincing style. ‘‘Who trades in grain? The smail num- 
ber of capitalists. Why do they trade? To become rich. How 
can they become rich? By raising the price of grain, in selling to 
the consumer.” The petition adds that the same class fix wages, 
which results in a startling difference between the rate of wages and 
the price of necessaries." The majority of the Convention was not 
impressed by reasoning of this sort, and refused to give the petition 
the customary honor of an order to print. A deputy declared that 
such ideas would lead to a “code of famine.”’ 

There was no lack of violent language in the debate itself. One 
deputy made a bitter attack on the Economists, who, he said, were 
blind to the fact that the country was “‘swarming with enemies of 
liberty, the cowardly emissaries of kings now trembling on their 
thrones of clay.” He ransacked his garret of metaphors for terms 
to describe men who raised prices. They were ‘souls of mud,” 
“they fattened on the public misery”; ‘‘gorged with gold,” and 
dying of surfeit, they were yet “famished for metal.” 

Robespierre, the ‘rectilinear patriot,’ endeavored to raise the 
whole question to the level of principles. It was rarely that he 
consented to remain below with mere facts and evidence, for these 
were disconcerting to the simplified logic of abstract conceptions. 
“The food necessary to man,” he affirmed, “‘is sacred as life itself. 
Everything needed to preserve this is a property common to 
society. Only the surplus can be the property of individuals, and 
this can be abandoned to commerce. Every mercantile specula- 
tion that I make at the expense of the life of my fellow is not 
business, itis brigandage, it is fratricide.”” One is not surprised 
that after some minutes of this his colleagues began to jeer and 
called out to him to come to the point and explain what he would 
recommend. 

The youthful Saint-Just touched one of the fundamental causes 
of high prices when he argued that they were due to an overissue 


” 


of paper money. He expressed pity for the manufacturers and 
merchants whose business was gone altogether or restricted to army 
supplies. ‘‘I do not know what so many merchants live on,”’ he 


' Arch. Parl., LI, 475-76. 
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exclaimed. ‘‘I think I see within their homes saddened families. 
. . . . No one complains, but how many weep in silence!” “The 
farmer,” he added, ‘‘ was accustomed each year to treasure up in coin 
a part of his product; now he prefers to keep his grain rather than 
amass paper.’”* 

Barbaroux thought that the war had already taken 300,000 men 
from the fields, with the loss in productive power equal to forty days. 
Another loss of forty days he attributed to the decrease in the num- 
ber of cattle, mules, and horses, which had been bought for the 
army. His conclusion was somber. “Famine,” said he, ‘‘this 
great destroyer of all laws and all authority, is advancing with 
mighty strides.”’ Barbaroux was not a believer in violent remedies 
and his suggestions are interesting, especially the plan to form local 
associations to collect and circulate information about the crops. 
In other words for coercion he would substitute co-operation, 
believing that the French citizens, farmers and merchants included, 
would not turn a deaf ear to an appeal for common action against 
the oncoming peril. 

The ablest exposition of the theory of economic liberty as the 
only assurance of an adequate supply was made by Creuzé- 
Latouche.? He showed that the measures of coercion which had 
been proposed were a return to practices of the ancient monarchy 
in its worst periods. He also showed that it was not the traders, 
but the lack of them, which was the cause of such startling inequal- 
ities of price in different parts of the country. The Convention 
yielded to these arguments and made an attempt to re-establish the 
grain trade. To secure its freedom the new law threatened with 
death those who should oppose with violence the carriage of grain 
from place to place. This was the last victory of the Economists. 
When the question came up the next time, in April, 1793, the advo- 
cates of force had the floor. 

The reasons for the change lay outside the domain of argument. 
The center of gravity of French politics was shifting. Power had 
passed into the hands of the Paris radicals. ‘The moderate deputies 

* Saint-Just’s speech is of much interest, especially because of the contrast between 
his line of argument and the highly abstract reasoning of Robespierre. See Arch. 
Parl., LIIL, 662-66. 

2 Ibid., LIV, 676 f. 
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who had refused to vote for the death of Louis XVI were treated 
by the regicides as conspirators, secret advocates of a reaction and 
a restoration of the monarchy. Their arguments, even upon prac- 
tical matters like the food question, were heard with impatience. 
The national peril was also greater than in December. The King’s 
death had been the signal for war with England, Holland, and 
Spain. The defeat of Dumouriez in March, and his treason in 
April, opened the northern frontier to invasion. Violent quarrels 
broke out in the Convention. A Revolutionary Tribunal and a 
Committee of Public Safety were hastily organized. Cries of trea- 
son and demands for proscription punctuated the debates. At the 
same time, to meet the mounting expense of war and government, 
new millions of paper money were issued. Prices were rising 
rapidly. The food situation required attention. 

The initiative came from Paris. On April 18 a petition was 
presented by the board of the department asking the establishment 
of a maximum price and the destruction of what was left of the 
grain trade. The severest penalties should be meted out against 
any farmer who either kept his grain in his barn or sold it to com- 
mission merchants instead of taking it to market. The interests of 
commerce were swept aside with a definition, and Robespierre was 
distanced by the assertion that “the fruits of the earth, like the 
atmosphere, belong to all men.’* The law officer who presented 
the petition closed with the customary threat of an uprising in 
Paris. Vergniaud, the great Girondin orator, attempted to dis- 
cuss the petition. At first the cries of the gaileries smothered his 
voice, but he finally silenced his interrupters and made his point. 
He chose an illustration from Paris itself. ‘‘The communes which 
surround Paris do not produce enough for her supply, and much 
must be drawn from Picardy. Wiil the consumer go and get it? 
No. Will the farmer bring it to Paris? No. If you destroy 
commerce, you decree famine.”” The Convention did not venture 
to destroy commerce even at the dictation of Paris, but its measures 


had that consequence. 
The occasion was urgent, but the discussion in the Committee 
of Agriculture and the Convention lasted two weeks and the debate 
' Arch. Parl., LXII, 621. 
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at times became academic in its thorough exposition of theory. 
One report contained 7,000 words, and Marat cried out, ‘‘ You are 
passing your time listening to food encyclopedias.”’ The freedom 
of the grain trade still had its defenders, but the number and vio- 
lence of the attacking party had increased. One deputy declared 
that ‘‘when despots wished to famish France they had transported 
grain from Bordeaux to Dunkirk and from Dunkirk to Bordeaux.” 
Another said that since the introduction of the “fatal science of the 
Economists”? governments had been able to create a famine at 
pleasure. The same group attacked the farmer, especially the 
northern farmer, who had rented or owned large tracts of land. 
He was called an enemy of the Republic, and a character hard and 
pitiless, and with tactics so adroit that he was able to cause a 
continual rise in the price of grain. 

The Convention finally decided, on May 4, to adopt the prin- 
ciple of a maximum price. The question was what should be its 
basis. The Paris authorities had urged a flat rate for the whole 
country, to hold good for a year, irrespective of local differences 
in the cost of production. They combined with this the forced sale 
of a third of each farmer’s remaining supply on June 15, a second 
third on August 15, and the rest of the old crop on October 15. 
The vice-president of the department argued that if the maximum 
was generous enough farmers would compete with one another and 
make the actual price lower. Moreover the maximum price would 
apply only to the best grain. A few deputies felt some misgiving 
as to the effect of the maximum upon the value of the public lands, 
which was the security behind the paper money. The Convention, 
like other legislative bodies in times of great national emergency, 
was unable to harmonize its systems. It should be added, in view 
of the later developments of price regulation, that even the cham- 
pions of a grain maximum repudiated the idea that the plan should 
be extended to include other necessaries of life.” 

The law of May 4 was aimed principally at the farmer. It is 
true that all sorts of precautionary restrictions were thrown about 

* The complete text is found in Caron, Le Commerce des Céréales (Recueil de textes 


et notes), pp. 46-49. For discussion in the Committee of Agriculture, see Procés- 
Verbaux, HII, 110 f. 
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the grain trade, or, rather, about what was left of it. In dealing 
with the farmer the plan went back to practices characteristic of 
the ancient bureaucracy in periods of scarcity. A rigid survey was 
to be made of his stock of grain, and the local authorities, from the 
governing board of the department down, were empowered to use 
all means necessary to compel him to keep the markets supplied. 
The Convention concluded to fix a maximum price for each depart- 
ment instead of a single price for the whole country. The basis 
was the average cost of grain on the local markets from January 
to May. As prices had risen during that time from twelve to 
thirty per cent, this meant a substantial reduction. It was the 
business of the department to collect the information promptly, to 
print tables of prices, and to send them to the communes. In 
order to leave the farmer no hope of a better price later in the year, 
the maximum was to be lowered one-tenth on June 1, one-twentieth 
on July 1, one-thirtieth on August 1, and one-fortieth on Sep- 
tember 1. 

This scheme, judged from the point of view of modern experi- 
ence, had two bad features. The first was the failure to guarantee 
the farmer a reasonable profit, and so encourage him to put more 
acres under cultivation and raise larger crops. Should his labors 
slacken and his crops become small, no amount of energy in insist- 
ing upon a fair distribution of the product would keep the people 
from going hungry. The scheme not only failed to encourage the 
farmer, it threatened him with ruin. His expenses for tools, draft 
animals, and wages were steadily rising, but his profits were cut 
down, with the prospect of further losses every succeeding month. 

The second blunder was the obverse of this; it was the assump- 
tion that force could be used successfuliy with the largest body of 
producing workmen the country had. The agents utilized to apply 
the force, when the last links in the chain of authority were reached, 
would be the farmers themselves, for the communal officers were 
either farmers or men dependent upon them. 

Creuzé-Latouche told the Convention that not only farmers, 
but more than three-fourths of the other citizens, poor and rich 
alike, municipal officers, judges, indeed ail public officials, would 
be tempted, nay compelled, to break the law. He said it was of 
no use to multiply penalties, to encourage delation, to establish 
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legions of subaltern tyrants; the chief result would be to reduce 
the citizens to despair. He also thought that such legislation, by 
throwing the country into a panic, would increase the evils which 
it was intended to correct. When the laws give the alarm, said 
he, it is not surprising that every family exaggerates its needs. To 
enter the farmer’s barns, survey his crop, and force him to sell, 
would, he thought, simply lead to hoarding. The individual 
hoards might be small, but their total would bring about an arti- 
ficial scarcity." 

If the question be asked, Did this first scheme of a maximum 
price for grain work ? it must be confessed that it did not have a 
satisfactory trial. Circumstances were against it. Before the 
month of May closed Paris was again in uproar. Revolutionary 
multitudes once more marched on the Tuileries, this time not to 
dethrone a king but to intimidate the deputies and to compel them 
to order under arrest twenty-nine of the Girondin leaders as well 
as the ministers of finance and foreign affairs. The Committee of 
Public Safety intervened feebly, was discredited, and in another 
month was purged of members obnoxious to the triumphant Com- 
mune and the radicals of the Mountain party. An insurrection had 
also taken place in Lyons, but there it was the conservatives who 
won, and Lyons refused to recognize the authority of a Rump Con- 
vention. Several departments also rose against the Convention, 
and although these partial movements were soon checked, the tur- 
moil was ‘ to efficient administration. To add to the trouble, 
the north.:a departments were invaded by the Austrians and 
several important towns captured. 

The Convention did not create any new central machinery to 
enforce the law of May 4. The Minister of the Interior was respon- 
sible in such matters. Roland had resigned in January and was 
succeeded by Garat, who had been in the Ministry of Justice long 
enough to have had the unhappy duty of reading his death sen- 
tence to Louis XVI. Garat was a literary man of enough reputa- 
tion to be made a senator by Napoleon. His political critics 
described him as the ‘‘feeble Garat.”” He had a weakness for fine 
words as a cover for dubious acts. When in June it became evident 
that the majority of the departments were in no haste to comply 
* Arch. Parl., LXIII, 508 f. 
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with the provisions of the new law, he wasted half a ministerial 
circular in a vapid essay on differences of climate as the “pure 
source’’ of commerce, which he described as “the sweet necessity 
of fraternizing for the purpose of exchanges.”” But, he continued, 
“What human conceptions are not vitiated by passion! From 
these vivifying speculations hideous monopoly has come forth as 
the fatal hemlock rises *inder the beneficent rays of the sun.” 
After wooing negligent officials and reluctant farmers to obedience 
in such fashion, he came to the main business of the circular, that 
is to say, the ways in which the law had been defied and distorted." 

The first requirement of success was prompt and uniform 
enforcement. The Convention had served notice on the farmers 
that their grain was liable to seizure at prices below what they had 
been getting, at least since the middle of March. Enforcement 
would have to hurry to gain the lead upon schemes of evasion. In 
such a struggle the initiative contributes greatly to ultimate vic- 
tory. Here the government from the beginning was thrown on the 
defensive. There were exasperating delays; some departments put 
the law into effect, others apparently never did, some complied 
with the letter of the law, others added interpretations which nulli- 
fied its aims. This was not from lack of patriotism. One cannot 
read the records of all these bodies, communal, district, and depart- 
mental, without feeling that most of the new officials were putting 
good-will and self-sacrifice into thé work. But the problem was 
too big for them, and they had not acquired the habit of immediate 
compliance.’ 

The department of the Haute-Marne furnished a fair case of 
the perplexities of administration. According to the terms of the 
law the inventories were to be made within a week, the prices for 
the various markets from January to May averaged, and the rate 
for the department fixed. By the end of June very few of the com- 
munal inventories had been reported to the directory of the depart- 
ment. The directory was able to publish the maximum rate for 
the best wheat on May 31, but it was not until July 6 that a price 
was put upon barley, rye, and oats. The difficulty seems to have 
been the confusion due to the different measures used in the various 

* Garat’s various circulars will be found in Caron, pp. 49 f. 


2 See letter of Philippeaux, from Tours, July 17, 1793. Arch. Parl., LXITX, 201. 
PI a, / 793 
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markets. The bichet was the name of the measure, but in one 
market it contained 72 pounds, in another 75, and in still another go.’ 

The consequences of delay were sometimes interesting. The 
department of the Nord published its maximum prices so much 
later than its neighbor on the west, the Pas-de-Calais, that the 
farmers of the Pas-de-Calais took their grain to the markets of the 
Nord. The consequence was that the millers and the bakers, find- 
ing no grain in their own markets, had to go to the Nord for a 
supply. This aroused the suspicions of the towns along the way, 
and the unfortunate men were seized as forestallers and their grain 
and flour sold at less than they paid for it.7, Reports came to the 
Convention that several departments had purposely delayed the 
enforcement of the law in order to draw grain from their neighbors 
and insure themselves against famine. Some had put the maxi- 
mum at a rate higher than that provided by the law on the theory 
that high-priced bread was better than no bread at all. 

The action of still other departments was even more flagrantly 
opposed to the common interest. They commandeered all the 
grain within their borders, and so made it impossible for neighbor- 
ing departments or needy towns, including Paris, to buy. Dis- 
tricts within departments had done this, and communes within 
districts. If such acts were not checked France must return to the 
primitive conditions of the mediaeval manor. In the language of 
1793 they would lead to an economic “Federalism” far more dan- 
gerous to the country than any schemes of decentralization devised 
by the Girondins to get rid of the dictatorship of the Paris com- 
mune. Garat tried to argue the evil out of existence by explaining 
in one of his circulars that the rule could work two ways, and that 
the departments denied grain might deny meat or other supplies 
and thus an embargo be laid upon every internal frontier. 

The conduct of the Paris food committee still further muddled 
the situation. They found that the provision of the May law that 
grain was to be sold only in the open market interfered with the 
work of their purchasing agents. To remove the obstacle they pro- 
cured a decree from the Convention permitting municipalities to 
buy directly of the farmers. They then appointed certain bakers 
as their purchasing agents. This brought on a violent quarrel with 


* Lorain, op. cit., I, 357, 373) 374) 379) 383-86. 2 Lefebvre, op. cit., I, 340. 
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the department immediately west of Paris, which had forbidden 
grain to be carried directly to outside markets, and with the town 
of Meaux on the Marne, which declared that all its grain was 
required for its own use. The Paris commissioners held Garat 
responsible for the troubles of their agents and launched a pamphlet 
against him with the title of “A Plot to Famish Paris.” In the 
summer of 1793 and in Revolutionary Paris an attack of this kind 
might prove to be something more disagreeable than a journalistic 
sensation. Garat asked the Convention to investigate his conduct. 
Fortunately for him news reached the Convention that the special 
privileges of Paris were discrediting the law. These were revoked, 
and Garat exonerated." An attempt was made to provide for Paris 
by compelling every farmer to furnish within twenty-four hours 
sixteen bushels of wheat for each hide of land, if the order came 
to him from members of the Convention deputed for the purpose. 

It was at the door of the farmers that blame was laid. They 
were accused of forming a new aristocracy as bad as that of the 
feudal lords. That they were greedy was only one of their simpler 
vices. ‘The deputies with the northern army accused them of being 
counter-revolutionaries, who held their country as a secondary 
interest, and even preferred Austrian gold to French paper. In 
August, Carnot wrote to the Committee of Public Safety that the 
inventories of stock in the north had been begun over three times 
and yet were as far as possible from revealing the true quantities. 
He added, “‘’‘Ten hussars in twenty-four hours have produced more 


grain than all the requisitions in the last three months.” It is 
common testimony that the law of May 4 caused the markets to be 
deserted, even if they had not been deserted before May because 


of fear of mob violence. 

As the farmers would not voluntarily offer their grain in the 
markets the authorities were obliged to use the right of requisition 
which the law conferred upon them. At Chaumont, for example, 
on August 3, requisitions were sent to eight communes, in each case 
naming a specific amount of grain which was to be brought on the 

* Decrees of July 1, July 5, August 25, in Caron, 51, 52, 56. For the controversy, 
Arch. Parl., UXUX, 564; LX XII, 572. Also Procés-Verbaux des Comités d’ Agriculture, 
ILI, 173 f. Additional information on the Paris commissioners is found in the report 
of Perriére, August 27, to the Minister of the Interior, in Caron, Paris pendant la 
Terreur, 1. 4-11. 
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next market day. The municipal officers were to give orders to 
individual farmers for their share of the commune’s quota. When 
market day arrived two communes had sent none and four others 
less than the requisitions called for. How these requisitions worked 
at Amiens is told by the English lady from whose letters I have 
already quoted. ‘‘ Detachments of dragoons are obliged to scour the 
country,’ she wrote in June, “‘to preserve us from famine.’’ She 
notes ‘‘the ludicrous figures of the farmers, who enter the town 
preceded by soldiers, and reposing with doleful visages on their 
sacks of wheat. Sometimes you see a couple of dragoons leading 
in triumph an old woman and an ass, who follow with lingering 
steps their military conductors; and the very ass seems to sympa- 
thize with his mistress on the disaster of selling her corn at a reduced 
price, and for paper, when she had hoped to hoard it till a counter- 
revolution should bring back gold and silver.’ 

By this time urgent demands began to come from many quarters 
for the repeal of the law. Reports from the south said that the 
people of Cahors were so poorly fed that they were falling in the 
streets from sheer weakness.2 The department of the Nord 
declared that their troubles dated from the passage of the law. 
“Before that time,” said their memorial, “our markets were supplied, 
but as soon as we fixed the price of wheat and rye we saw no more 
of those grains. The other kinds not subject to the maximum were 
the only ones brought in. The deputies of the Convention ordered 
us to fix a maximum for all grains. We obeyed, and henceforth 
grain of every sort disappeared from the markets. What is the 
inference? This, that the establishment of a maximum brings 
famine in the midst of abundance. Whatis the remedy? Abolish 
the maximum.” Some towns did not wait for the Convention to 
act; they abolished the law themselves, and by popular vote.’ 

The farmers had a chance to state their side of the case in 
July when local or primary assemblies met to vote upon the new 
constitution which the Convention had hastily drawn up after the 
revolution of May 31. These assemblies, like the similar bodies 

t Residence in France, I, 279 f. 

2 Arch. Parl., LXIX, 536, 652. See also report of Desrenaudes, an agent of 
Garat, Commission de Recherche, etc., Bulletin, 1913, 213-20. 


3 Lefebvre, I, 335, 339-41, 347-48, 305, 360, etc. Mourlot, docs. 4906, 4938, etc. 
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in 1789, sent petitions or memorials to the Convention, not only 
in regard to the Constitution, but upon the maximum of May 4.' 
In the south and center disapproval of the measure was almost 
unanimous in town and country alike. Agricultural laborers, many 
of whom were paid in grain, joined in the outcry. Farmers com- 
plained that their best market was gone, since the merchants were 
no longer there to buy. In consequence they had little money with 
which to pay for the goods they needed, and yet they found that 
the prices of these goods had trebled and quadrupled. When they 
paid their laborers in money they also had to pay-three times as 
much as usual. They accordingly asked that if the maximum 
was retained it be applied to all necessaries of life and to wages. 
In the north the sentiment was different, for that was the region 
of larger farms, whether rented or owned. The prosperity of the 
farmers excited the indignation of their sans-culoties neighbors, who 
were ready to join in any scheme to make them disgorge. In one 
community the citizens demanded the minute regulation of every 
step in the disposition of the grain crop. The only thing they 
failed to provide for was energy in planting and cultivating, schemes 


of this sort being primarily concerned with distributing the product 
of other people’s labor. The inspectors who were to watch the 
farmers sell their grain or carry it to the local storehouses were to be 
chosen either from the officials of the town or from the poor. No 
man suspected of a prosperity due to his own industry should be 


tolerated in such a position. 

It was futile to attempt to enforce the maximum of May 4. 
Many deputies were ready to abandon such schemes altogether, but 
the situation had gone beyond the possibility of negative remedies. 
The disturbing effects of war were ever cn the increase. The other 
ills which a mistaken financial policy had brought upon France—loss 
of revenue and inflation of paper money—were also increasing. 
There was distress and discontent in the towns, and especially in 
Paris. Under the circumstances more maximum laws, rather than 
none at all, were the demand of the hour. And so price-fixing 
became one of the characteristic features of the Reign of Terror. 

HENRY E. BourNE 
tA. Mazaud, Les Révendications économiques des Assemblées primaires en Juillet, 


1793, chap. iii. 





INDUSTRIAL COMBINATION AND THE STANDARDIZA- 
TION OF PRODUCTION 


I. INTRODUCTION 


A profusion of styles and brands of goods was one of the char- 
acteristics of pre-war individualism. The American manufacturer 
did not force American consumers to lie in an iron bed of Pro- 
crustes of standard dimension, but he furnished them with iron, 
brass, and wooden beds of manifold sizes and designs. American 
producers did not prescribe an unvarying color scheme, for the 
American householder could choose among more than one hundred 
shades of house paint. The variety of design in ordinary articles 
gave full opportunity for the satisfaction of the most fastidious 
tastes; the discriminating judge of chairs had 518 patterns of piano 
stools and a countless legion of ordinary chairs from which to 
make his choice; the connoisseur of plows and cultivators could 
undoubtedly find the style dictated by his own individualistic 
notions from the varied assortment displayed by the agricultural 
implement dealers; and anyone who was particular about the 
appearance of the interior of his house could spend his lifetime in 
examining samples of wall paper. From the cradle to the grave, 
from the many varieties of cribs and baby carriages to the pro- 
fusion of styles in burial shrouds and coffins, the American con- 
sumer has been unrestricted in his choice. 

Lack of standardization is found chiefly in manufactured 
products, where variety can be introduced at the whim of the 
manufacturer. Definite grades have been established for the basic 
raw materials like wheat, cotton, wool, lumber, coal, and iron, 
where style and appearance are not important, and where the 
commodity is evaluated by physical and mechanical tests. As 
the raw material emerges into the field of finished products, how- 
ever, it breaks up into many brands differentiated from each other 
by the intangible and aesthetic qualities of shape, color, and design, 
which cannot often be reduced to a single mechanical standard. 
It is true that standard bolts and screws are used in the manufacture 
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of all automobiles, that the Ford car is a complete, standardized, 
finished product, and that there are many cases of interchangeable 
mechanisms and standardization in minor details, but these 
examples make a small showing compared with the motley array 
of brands, trade-marks, and styles that characterize most industries 
in the United States. We are yet far from that “millennium” 
where the consumer can buy a standard limousine, standard suits 
of clothing graded according to wool content and durability, 
standard furniture, and standard canned foods of guaranteed 
purity, weight, and quality. To satisfy the eccentricities and 
individualistic notions of consumers we still present a constant 
succession of new styles in our national window display. 

The responsibility for this medley of patterns, however, is 
to be charged not mainly to the individualistic tastes of con- 
sumers but rather to the individualism in business enterprise. 
While the psychic satisfaction derived by the consumer in the 
enjoyment of something different from the ordinary staple has 
contributed to create and support the multiplication of brands, 
the chief driving power has been excessive competition among 
manufacturers. To avoid the cutthroat competitive struggle that 
ensues when each of several rival producers of standard articles 
lowers his price in order to absorb the market of the others and 
thereby finally to attain the goal of maximum output and minimum 
overhead charges, each producer seeks to introduce his own special 
brand, which cannot be readily compared with the products of 
other manufacturers, and which can therefore be sold at a different 
price. Competition is thus transferred from the plane of price 
to that of quality, and the poor consumer, who obtained the chief 
pecuniary benefits while the cutthroat price competition lasted, is 
thrown off the scent of low prices and induced to pay more for a 
staple product disguised by ornamental features. The evolution 
of brands is the buffer that prevents excessive price competition 
from leading to monopoly, but, like other buffers, it is by nature a 
temporary device whose value we may well question. 


II. ADVANTAGES OF STANDARDIZATION DURING PEACE 


In fact, these hardships imposed on the consumer, as well as 
the higher costs inflicted on the manufacturer and the waste of 
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national resources involved in supporting this extravagant pleasure 
display, raise the question as to whether our long-cherished liberty— 
of having so much to choose from that we cannot make an intelligent 
choice—is worth clinging to. Even in times of peace it is perhaps 
self-evident that an extreme individualism in style results in an 
uneconomical application of the nation’s resources, because unneces- 
sary material and capital are tied up in large dealers’ stocks, because 
the multiplicity of styles lessens the degree of specialization with 
its attendant social advantages, and because the making of useless 
frills requires more material, more labor, and more shipping space 
than the unadorned article. It is equally plain that the costs are 
increased to the manufacturer, and that prices are correspondingly 
raised to the consumer. The extra materials and labor required 
by the ornaments, the risk of these specialties going out of style, 
and the luxury of handmade and small-scale production must be 
paid by the producer and passed on to the consumer. Consequently 
unlimited freedom of choice costs the consumer money as well as 
the time spent in choosing between similar brands. 

Some of this individuality of style is worth its social cost. A 
society in which everyone rode in Ford cars and lived in uniform 
cement houses would be monotonous, even though it were the most 
economical. It is also true that some differences in size and style 
are required by the exigencies of industry and natural individual 
differences. Beyond this necessary minimum, freedom of individual 
expression and personal preference count for more in some branches 
of production than in others, and any unnecessary indulgence of 
individual eccentricities in those lines where it is least important 
merely lessens the surplus capital that might be used for the cultural 
expression of a people along lines where fine differences count for 
the most in artistic effect. 


lI. ADVANTAGES OF STANDARDIZATION. IN WAR 


Standardization during peace bears its fruits of lowered costs 
and increased efficiency that finally communicate themselves by 
devious paths to the consumer’s pocketbook, but standardization 
during war immediately converts itself into the vital purpose that 
is in everyone’s heart and mind. Mass production is the keynote 
of war preparation; to span the ocean with ships, to deluge the 
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enemy with steel, to overwhelm him by the weight of numbers, are 
the paramount necessities of war. The cry is constantly “more 
and more” and “faster and faster,’ and there is no thought of 
style or brand as we seek to manufacture quantities of shells 
sufficient to protect the lives of our soldiers by a curtain of fire. 

The very extent to which we succeeded in the war just ended 
was indicated by the progress of standardization. The faults in 
our early airplane program consisted of our experimentation with 
many types of airplanes and the delay in devising a standard 
motor; its eventual success consisted in the adoption of the standard 
Liberty motor and the quantity production of the De Haviland 
4 type of airplane. The criticism of our early shipbuilding pro- 
gram was laid at the door of the controversy as to what kind of 
ships to build; its crowning success lay in the standardization of 
the style of ship so that the shipyards became merely assembling- 
places for steel plates. To be sure there was necessity for variety 
in the military program—for heavy artillery and light artillery, for 
bombing airplanes and observation airplanes—but when specializa- 
tion in fundamentals was achieved further specialization merely 
retarded the advance of the military program. 

The same standardization which characterized our war prepara- 
tion affected and entered into the life of the soldier. The stand- 
ardization of the soldier’s uniform, food, equipment, lodging, etc., 
not only cheapened the cost of his support and made possible the 
equipment of more soldiers in a shorter time but also contributed 
to create the very morale which makes a soldier out of a civilian. 
Plain food and regular hours were the basis of physical fitness and 
physical courage; equality of living conditions contributed to the 
scheme of discipline which the standardized drill instilled. In 
short, a war machine is made by standardization, so that each gun, 
each ship, each man, fits into the proper groove and moves as a 
part of the entire mechanism when the commander in chief presses 
the button. 

If standardization is thus so essential to the war machine proper, 
it can hardly be less essential to the rest of the industria! organiza- 
tion of the nation, which is so intimately related to the war machine 
that it is really a part of it. While the enforcement of commands 
over industry is far more difficult than the enforcement of discipline 
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in the army or the establishment of uniform specifications for plants 
with government contracts, it is none the less imperative to stand- 
ardize all the industries of a nation in time of war, whether these 
industries be called essential or nonessential. Standardization 
even among normal industries spells economy and conservation. 
Economy in the use of steel during peace translates itself into 
lower costs; economy in the use of steel during war spells more 
ships, more shells, and more guns, which means life to thousands 
of soldiers and victory to the nation. Economy in shipping space 
during peace may signify lessened cost to the consumer or even 
possibly turn the scales between a profitable and a bankrupt rail- 
road, but economy in shipping space during war widens the neck 
of the bottle through which our supplies are pouring to the battle 
front. When it becomes, in the language of the Conservation 
Section of the War Industries Board, ‘‘of primary importance that 
the country’s resources be used to full advantage, and that we 
husband our supplies of materials, equipment, and capital in order 
that they may be applied to essential war needs,” then saving 


becomes the handmaid of the production of the sinews of war. An 


ounce of steel saved from nonessential uses is an ounce of steel made 
for the winning of the war. 


IV. METHODS OF STANDARDIZATION DURING THE WAR 


To realize these economies during the war a combination of 
the members of an industry into an effective unit was essential. 
The adoption of any plan for standardization presumes a uniform 
practice within a whole industry, and when no combination already 
exists that uniformity must be attained by agreement of the indi- 
vidual firms, either arrived at of their own volition or by govern- 
ment coercion. 

In Germany combination among industries was brought about 
by government compulsion, but in this country the necessary 
degree of combination was attained by the industries themselves 
through their War Service committees under the aid and encourage- 
ment of the War Industries Board. The War Service committees 
in the United States were organized along trade lines under the 
leadership of the United States Chamber of Commerce and with 
the consent and co-operation of the War Industries Board. These 
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committees were the media through which a united expression of 
opinion was obtained from a trade as to programs of standardiza- 
tion, and through which the Conservation Section of the War 
Industries Board announced its program to the trade. They com- 
municated to the Conservation Section the technical trade informa- 
tion upon which the conservation programs were based, and they 
co-operated with the Conservation Section and with their own 
trades in formulating the schedule of standardization that would 
be finally put into effect. The following were the main types of 
standardization adopted in the United States:’ 

1. Reduction in the number of brands.—The first step in the 
direction of standardization was merely to reduce the number of 
brands, without necessarily eliminating those which were particu- 
larly wasteful of raw material. Such conservation measures as 
reducing the number of styles of stoves by 75 per cent had a bene- 
ficial effect in decreasing the size of dealers’ stocks. To secure 
even these benefits agreement within the trade was necessary, for 
unless all the firms eliminated the same brands a reduction in the 
total number of brands manufactured in the entire industry might 
not be effected. 

2. Elimination of wasteful brands.—Usually it was possible 
not only to reduce the number of brands in a trade but also to 
eliminate brands which used large amounts of steel, which occupied 
unusual bulk in shipping, or which required rare or imported 
materials. Thus the curtailment oi brands using Damur enamel 
conserved the tonnage used in importing that product; while the 

‘Information as to the extent of standardization abroad is very meager, but 
reports thus far received indicate that standardization was a universal war-time 
phenomenon. Germany, which regulated the minute details of every industry with 
an iron hand and forced the formation of combinations with little regard to the desires 
of the individuals composing them, probably was the first to put standardization of 
brands into general practice. In order to save leather a standard shoe with wooden 
soles and an upper made of some textile and allowing but a thin strip of leather were 
prescribed for the civilian population, and even the German women were compelled 
to wear the universal high collar and the tight-fitting skirts which the German Central 
Clothing Office dispensed. Great Britain began to manufacture standard clothing 
for the civilian population in 1918. Italy limited the height of shoes and prescribed 
the percentage of wool that could be contained in garments at the same time. In 
France a committee was appointed with power to prescribe the styles and brands of 
goods. In most of these cases the standardization of goods was adopted not only to 
save materials but also to enable the government to fix the price of the goods. 
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stripping of tin linings from oven doors and the reduction of the 
size of baby-carriage wheels saved steel, and the prohibition of 
peg-top trousers and the ban against cuffs, belts, and flaps on 
clothing saved whatever wool those appendages consumed. 

In addition to curtailing these objectionable features, limits 
were imposed on the height of women’s shoes and of men’s hats, and 
on the size of trunks. 

3. Fixing of new standards.—Complete standardization is not 
attained, however, until all the specifications for making the article 
are prescribed and the number of standard articles is limited to a 
very few. The chief instance of this during the war was the stand- 
ard buggy and the two standard sizes of spring wagons. Stand- 
ardization to this degree would inevitably result in combination, 
because it would be most profitable either for different firms to 
specialize in the manufacture of separate parts of the standard 
buggy or for the largest and most efficient plant to manufacture 
all the standard buggies under the most favorable conditions of 
quantity production, even as Henry Ford manufactures his horse- 
less buggy. 


V. LEGALITY OF COMBINATIONS TO SECURE STANDARDIZATION 


It is thus apparent that the success of standardization during 
war depends upon co-operation, and that the greater and more 
drastic the degree of standardization the more perfect will be the 
resulting combination. The continuance of standardization during 
peace accordingly involves the question of the legality of the 
combinations that are necessary to secure it. 

Agreements to standardize minor parts of some commodity 
made by rival manufacturers have frequently been made and are 
undoubtedly legal, provided the main aspects of competition are 
not thereby obstructed. Standardization on a large scale would 
probably also be legal if it could be separated from all the tendencies 
toward monopoly that are frowned upon by the Sherman Law. 
Standardization on a large scale, however, can hardly be attained 
without an unlawful degree of combination, for standardization 
not only requires the suppression of the individualistic tendencies 
of manufacturers, the ingenious fancies of designers, and any 
weakness of manufacturers tending to yield to the eccentricities 
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of the public, but also enforces large-scale production, with its 
tendency to extend its scope to wider markets and its increasing 
power to crush the small concern with its unique patterns and 
made-to-order goods. Standardization is both the product and 
the effect of large combinations. When we cultivate plainer tastes 
we play into the hands of large-scale business and mass production, 
which means cheaper costs, but which also opens the pot within 
which lurks the genie of monopoly with its potential threat of 
monopoly price. 

The Sherman Anti-Trust Law and the decisions of the courts 
under that law run absolutely counter to the forces that would 
sponsor standardization. While the fundamental purpose of the 
law is to restrain practices detrimental to the public interest, and 
hence it would not seem to include those which can be demon- 
strated to be beneficial to the public, it now seems to be the 
opinion of the Department of Justice in interpreting the Sherman 
Act that any combination which exercises a preponderating influ- 
ence over a trade is per se detrimental to the public and therefore 
illegal, regardless of its good motives or beneficial effects. If it is 
desired to legitimatize the economic advantages of combinations, it 
must be done by an act of Congress. There is no such thing at 
law as ‘‘a good trust” for domestic business. 


VI. OUTLOOK FOR THE FUTURE 

Standardization to a limited extent can be maintained under 
the existing law, but extensive standardization of manufactured 
articles must await an altered public opinion with regard to the 
trust. The gap between the economic advantage and the law of 
combinations is widening, and sooner or later a change must come. 
The Webb-Pomerene Act already sanctions combinations for 
foreign trade, and that means perfect accord among all branches 
of the domestic industry that are to engage in foreign trade. It 
will be difficult indeed to distinguish between that part of a com- 
pany’s business that is producing for a foreign market and that 
part which is producing for a domestic market, and as a result there 
may develop a body of law as refined as that which seeks to dis- 
tinguish between intrastate and interstate commerce. It seems 
that a breach has been made in the unyielding mandate of the 
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Sherman Law and its interpretation that may weaken the whole 
structure of the anti-trust laws. 

The change will not come without protest. There are forces 
in addition to the Sherman Anti-Trust Law which will tend to 
perpetuate individualism. The strength of these forces, however, 
depends largely upon the power of competition. Intense competi- 
tion would force the development anew of diverse brands and drive 
business men back into the manufacture of specialties even against 
their will. The increase in the number of brands would also be 
stimulated by the desires of our war-worn soldiers for variety 
and the backsliding of the civilian population under the temptation 
of new Egyptian fleshpots. The necessity of giving employment 
to discharged soldiers will also be a potent excuse for producing 
useless frills that require an extra expenditure of labor power, in 
spite of the economic fallacy involved in such an argument. 

As the forces of individualism thus struggle to retain their old 
supremacy, however, the forces tending toward increasing con- 
centration in industry are slowly mobilizing. The standardization 
of the desires of consumers as well as our growing foreign trade is 
sweeping us onward toward the quantity production of staple 
goods. Heterogeneous standards of fashion and variety of style 
within the United States are being consolidated into a single stand- 
ard by the centrifugal force that is tearing down the economic 
barrier between the North and the South, that is merging the 
frontier West with the effete East, and that is tending to dissolve 
the hitherto insoluble immigrant elements in our melting-pot, as 
a part of the process of evolving a new American nation with com- 
mon customs and ideals. As the foreign demand for American 
goods increases because of a market expanded by our new inter- 
national relationships, the increasing speed and carrying capacity 
of ocean steamers, the wider extension of our credit and reputation 
abroad, the universalization of wants accomplished by fraternizing 
with our Allies, and the vacuum in trade created by the prostration 
of Germany, there will come an increasing tendency toward large- 
scale production along lines hitherto operated as small-scale units. 
As we develop more and more into a manufacturing nation, using 
our own resources for our own mills, feeding raw cotton to cotton 
mills even as steel is sent to the steel mills, and thereby establishing 
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integration on an ever-increasing scale, the industries of this 
country will be knit more closely together. As some American 
industries thus tend to expand into monopolies of world-wide scope, 
foreign combinations of trades that possess an advantage over 
similar American trades will also attain monopoly size by entering 
our markets and exchanging their wares for the products of our 
combinations. In this merciless international competition the 
small business unit will lose even the little market that it has, and 
the industries of the world will become concentrated into monopolies 
that from manufacturing centers located at the points of greatest 
geographical advantage send their standardized products by swift 
and cheap carriers to the farthest recesses of the Orient and the 
developing jungles of Africa and South America. 

As the industries of the world thus become standardized the 
wants of the people of the world will be forced into fewer channels, 
which will reflect themselves back into increasing standardization 
which will in time communicate itself throughout the world, 
breaking down differences in dress and fashion everywhere. As the 
economic relationship between all nations thus becomes closer and 
more apparent, individualism, the pioneer spirit, and the era of 
small business will pass from the United States. Many business 
men read the handwriting on the wall, and with an instinctive 
intuition that does not always run in economic language they 
already shrug their shoulders in silent protest against the legal 
prohibition that attempts to avert the inevitable and to hold back 
the irresistible force of economic evolution. The criticism of the 
existing law, however, is tempered by the thought of the evil of 
unregulated monopoly. While the forces of combination are 
solidifying, we must develop agencies of regulation that will curb 
our new-born monopolies before, like the East India Company of 


old, they weld politics, foreign colonies, and love of country into 
instruments of pecuniary profit. Let us take heed that the eff- 
ciency that results from standardization does not beget a Franken- 
stein that will imperil the liberties of the masses of consumers at 


home and draw us into complications abroad. 


Homer Hoyt 
Wasui™cton, D.C. 





NATURE AND COMPUTATION OF LABOR TURNOVER 


The question of labor turnover is of comparatively recent 
origin. One of the first references to it was made only a few years 
ago by Professor John R. Commons, in an article on the “Wage 
Earners of Pittsburgh,’* wherein he tells of an establishment (a 
machine works) which “in a single year of continued prosperity, 
1906 . . . . hired 21,000 men and women to keep up a force of 
10,000.’’ In the same article Commons quotes a Pittsburgh 
employer to the effect that “2,000 hirings in a year for 1,000 per- 
manent positions was not an exaggerated index of labor’s mobility 
in the Pittsburgh district.”’ 

Labor turnover represents a definite economic loss to employer, 
employee, and society at large. The employer’s loss is due to 
(1) the clerical cost incidental to discharge and replacement; 
(2) the cost of training newly hired employees; (3) the wastage, 
breakage, etc., attributable directly to the inexperience of new 
employees; (4) the maintenance of idle machinery and equipment 
while separations are being replaced; and (5) the decrease in general 
efficiency of the organization due to the presence of large propor- 
tions of green hands.? Furthermore a large turnover involving, 
as it must, the presence in the organization of considerable numbers 
of inexperienced hands has a definite tendency to increase the 
frequency and severity of industrial accidents. A considerable 
extent of the unemployment, even in normal times, may be said 
to be due to the constant shifting of workers from position to posi- 
tion. Such shifting necessitates, of course, temporary periods of 
idleness frequently injurious to the interests of the worker. The 
fact that society at large cannot possibly be the gainer from a 

* Charities and the Commons, XXI (March 6, 1909), 1054. 

2 For estimates of the cost of labor turnover see (a) Magnus W. Alexander, 
“Hiring and Firing, Its Economic Waste and How to Avoid It,” American Industries 
(August, 1915), p. 18; and (b) W. A. Grieves, “‘The Handling of Men,” a paper pub- 
lished by the Executives’ Club, Detroit Chamber of Commerce. 


3 Chaney and Hanna, “The Safety Movement in the Iron and Steel Industry,” 
Bulletin 234, U.S. Bureau of Labor Statistics, p. 131. ; 
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constant shifting of labor needs no demonstration. There is no 
doubt that the general efficiency of our national industrial organiza- 
tion is diminished appreciably by large volumes of labor turnover. 

Our entrance into the war, necessitating, as it did, the fullest 
possible development and most efficient application of our indus- 
trial powers, brought the labor-turnover question to the fore. To 
increase productivity it became necessary to reduce the turnover 
of labor. With this came the imperative necessity of defining the 
nature of labor turnover and of devising correct methods of measur- 
ing its extent. 

Labor turnover is caused by separations which necessitate the 
employment of more than one person per position per year. By 
position in this connection is meant an extent of working time 
equivalent to the hours worked by one steadily employed person 
per year. The excess of the number of persons employed over the 
number of available positions represents a correct measurement of 
the extent of labor turnover. Table I, taken from a recent study 
of the author and presented herewith, shows the actual applica- 
tion of this method of measuring labor turnover. The number of 
available positions is shown in the table in column 4, entitled 
“Equivalent Number of Full-Time Workers.” The figures of 
this column were arrived at by dividing the total annual labor 
hours of each occupation by a number (of hours) equivalent to 
the full annual working time of one permanently employed person. 
The footnote to column 4 indicates in detail the method followed 
in arriving at the total annual working hours of one permanently 
employed person. The figures in column 5 were arrived at as a 
result of an occupational census which covered the year in question. 

A somewhat less satisfactory method of measuring labor turn- 
over is found in comparing the number of available full-time 
positions, frequently referred to as the standard number of jobs, 
with the total of separations. ‘This method was used in Table II, 
presented herewith. The number of full-time positions, or the 
standard number of jobs, shown in column 2 of Table II was 
arrived at in a manner similar to the one used in the study 
of labor turnover in the Cleveland cloak, suit, and skirt industry, 
as shown in Table I. The annual number of hours of labor 
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of one full-time worker (the labor hour equivalent of one full- 
time position) was also computed in the manner shown in 
Table I. The difference between the method used in Table I and 


the method applied in Table II lies in the determination of the 
number of persons employed during the year to fill the available 


TABLE FP 


LABOR TURNOVER IN THE CLEVELAND CLOAK, SUIT, AND SKIRT INDUSTRY FOR THE 
YEAR ENDING APRIL dhe 1918 


| Num- 
ber of | Actually 
es 


Occupation and Sex 


| 
| 

| Equivalent 
|Total Hours Number of 
Full-Time 
Workers* 


Worked 


Number of 
Workers 
Actually 

Employed 


Percentage of 
Excess of Workers 
Actually 
Employed over 
Number of Full- 
Time Workers 





| 


Operators, male. 

Operators, female 

Pressers, male. ... 

Pattern graders, male 

Cutters, male. 

Cutters, lining, etc., ‘male. 
Sample-makers, male 

Finishers, skilled, male....... 

Finishers, skilled, female 

Finishers, unskilled, female... . 

Examiners, male 

Examiners, female 

Busheters, male... .......... 

Bushelers, female. 

Trimmers, assorters, and as- 
semblers, male............ 

Trimmers, assorters, and as- 
semblers, female 

Button-makers, male 

Button-makers, female. a 

Button sewers and markers, | 
female..... 

Cleaners and label sewers, , fe-| 





Forewomen 
Buttonhole-makers, male 
Buttonhole-makers, female... . 


ES So eceaies 


181 
371 
112 
10 
109 
21 
20 
17 
287 
58 


398,673 
815,724 
246,717 
22,421 
239,997 
45:772 
43,033 
38,440 
631,928 
127,161 
55,152 25 
22,860 | 10 
17,142 8 
31,600 14 


PPUN DOLL Ds OLULHH 


8,571 


3,326 
10,094 


50,322 | 
17,220 | 
115,398 | 
48,239 | 

7,317 | 
455459 | 


235 
701 
197 
9 
198 
49 
22 
22 
531 
130 
26 
13 
T5 
21 


15 


68 


29. 
88. 


ONHOOHOROWN 


° 


oon 





*|59747,935 1,431 


2,455 








t Taken from the Monthly Labor Review, U. 1S. Bureau of Labor Statistics, August, 1918, p. 6. 
* The equivalent number of full-time workers was arrived at by dividing the aggregate of hours 


actually worked by all employees by the number of hours worked by one employed all the year round, 
termed a full-time worker. The number of annual hours of a full-time worker (2,200) was arrived at by 
multiplying the prevailing weekly hours of labor (48) by the annual number of weeks (52) and deducting 
56 hours for seven legal] holidays, 48 hours, or one working week, for an annual vacation, 122 hours (about 
5 per cent of total working time) for temporary disability, and 70 hours, or about nine working days, for 
the fuelless days of the past year. The allowance for temporary disability was based upon the actual 
record of one of the larger firms, which record showed a percentage of time lost by reason of temporary 
disability of slightly below s. 
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COMPUTATION OF LABOR TURNOVER III 


positions. In connection with Table I this computation factor 
was arrived at by an actual census of the number of different 
persons who filled the positions. For lack of suitable records no 
such census could be made in connection with the study on which 
Table II is based. As a substitute the total of annual separations 
was taken. 

The method of computing the base (size of working force) for 
the labor-turnover calculations shown in Tables I and IL is fre- 
quently impractical, for the reason that many establishments do 
not possess the requisite labor-hour records. The unsatisfactoriness 
of the labor-turnover computation formula shown in Table II is 
further increased by the fact that it is also based upon gross separa- 
tions, irrespective of replacements. It is apparent, of course, that 
many separations, such as those due to reductions in the working 
force, were not subject to replacement and therefore constituted 
no labor turnover. 

The subject of the methods to be followed in computing labor 
turnover has frequently been discussed of late at meetings of local 
and national employment managers’ associations and in industrial 
management publications such as Factory and Industrial Manage- 
ment. The National Conference of Employment Managers, held 
at Rochester, New York, May g to 11, 1918, adopted the following 
report on the standard definition of labor turnover and the method 
of computing the percentage of labor turnover." 


STANDARD DEFINITION OF LABOR TURNOVER AND METHOD OF COMPUTING 
THE PERCENTAGE OF LABOR TURNOVER 


Labor turnover for any period consists of the number of separations from 
service during that period. Separations include all quits, discharges, and 
lay-offs for any reason whatsoever. 

The percentage of labor turnover for any period considered is the ratio 
of the total number of separations during the period to the average number 
of employees on the force report during that period. The force report gives 
the number of men actually working each day as shown by attendance 
weCOrds, . ... 

To compute the percentage of labor turnover for any period, find the 
total separations for the period considered and divide by the average of the 


« 4 full statement of this report was published in the Monthly Review, U.S. Bureau 
of Labor Statistics, June, 1918, pp. 172-73. 
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number actually working each day throughout the period. Then multiply by 
the proper factor to reduce to a yearly basis 
The method of computing percentage of labor turnover for one year, 
assuming that records of daily attendance are averaged for each month, is 
as follows: 
Total number of separations during the year 
Average number working each month as determined from the force reports or 
daily attendance records: 
May pekcactea 240 6©—November.............cccssessass. SB 
June Lins a ere 
July watdly Sar ee Te 
August : es: err 
September ee. — ee eee 
October. 
Average for year= 2,176 
Percentage of labor turnover 5,020 
2596 231 per cent 
In case the number employed by a plant or a department of a plant 
decreases because it is the deliberate policy of the plant management to reduce 
permanently its working force, this fact should be explicitly stated and the 
reasons for the reduction in force given. 


This method for computing labor turnover was used by the 


United States Bureau of Labor Statistics in some of its recent 
studies on labor turnover.". The relative unsatisfactoriness of this 
method, however, is already being realized.? The dissatisfaction 
centers on the point specifying separations, irrespective of their 
replacement, as one of the computation factors. Those objecting 
to the use of gross separations maintain that turnover does not 
begin to exist until the actual replacement of separations has 
occurred, and only to that extent. 

Three separate and distinct factors enter into the computation 
of labor turnover. These are: (1) the working force or number of 
positions, (2) the separations, and (3) the replacements. A brief 
discussion of the nature of each of these three factors and of the 
possible methods of measuring them will, it is hoped, throw some 
light on the question of definition and computation of labor turnover. 

* See Monthly Labor Review (October, 1918), p. 4; (January, 1918), pp. 11-29. 

2>See symposium on “Computing Labor Turnover,” Industrial Management 
(September, 1918), pp. 239-47. The majority of the contributors to this symposium 


appear to have realized the undesirability of basing turnover computations upon gross 
separations, as per specifications of the Conference of Employment Managers. 
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1. The working force.—An accurate measurement of the annual 
working force (the number of full-time positions) of any establish- 
ment is found by comparing the total annual hours of labor of the 
entire force with the total labor hours of one fully employed person. 
This method of measuring the size of the working force was used 
in connection with the studies some of the results of which were 
presented in Tables I and II. The method, though satisfactory 
from a scientific point of view, is frequently impractical, for the 
reason that many establishments do not keep labor-hour records. 
In the absence of such records the size of the working force may be 
arrived at in two distinct ways: (a) by computing the daily average 
pay-roll number, and (+) by computing the daily average number 
actually at work. The first method possesses a definite advantage 
and an equally definite disadvantage. Its advantage lies in its 
relative simplicity and in the fact that it is a familiar term to every 
employer. Its disadvantage arises from the fact that pay-roll 
records are seldom kept daily, and that, irrespective of the period 
covered, they almost invariably contain absentees and unrecorded 
separations. The difference between the daily average pay-roll 
number and average number actually at work amounts at times 
to 10 or 12 per cent. By taking the pay-roll average as the com- 
putation base one gets an inflated working force, that is, a working 
force nominally larger than it actually is. The inflation in the 
computation base diminishes the extent of labor turnover finally 
shown. 

The daily average number actually at work constitutes no 
doubt a more accurate measurement of the working force. Such an 
average, however, presupposes the existence of daily attendance 
records or force sheets, which frequently are not to be found. The 
above-mentioned Conference of Employment Managers agreed, 
however, to take the daily average actually at work as the correct 
base for computing labor turnover. The Federal Bureau of Labor 
Statistics, in compliance with this agreement, is using this base of 
labor-turnover computation at the present time. 

2. Separations.—Separations include all permanent detachments 
from service, irrespective of their replacement. Such separations 
are due largely to discharges, lay-offs, voluntary quits, deaths, etc., 
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and in time of war, as during the past year, to entrances into 
military service. 

3. Replacements.—A replacement is a separation for which a 
substitute is needed and hired. Frequently there is a considerable 
difference between the gross or total separations and what might 
be called the net separations, or separations actually replaced. 
In an expanding organization, when in addition to those being 
replaced new men are hired for newly created positions, the number 
of net or replaceable separations is equal to the total or gross num- 
ber of separations. The situation is reversed when a reduction 
of force takes place. The extent of the replaced separations in 
such a situation is shown correctly by the number hired. 

Having arrived at a more or less definite idea of the nature of 
the three factors entering into the computation of labor turnover— 
the force, the separations, and the replacements—an attempt may 
be made to present a definite labor-turnover formula. In fact, 
two turnover formulas must be formulated, one to be used in 
instances of expanding organizations and the other when reductions 
in the working force take place. If the letter F is taken to denote 
the size of the force, S the extent of gross separations, H the num- 
ber hired, and 7 the percentage of labor turnover, the formulas 

; —— F ‘ — H., 
will be (a) 7 = in an expanding organization, and (db) T=5 in 
an organization which is reducing its force. It is apparent, of 
course, that in an organization remaining stationary the numerical 
strength of S and H are the same. In such instances either of the 
two formulas might be used. 

The essential importance of labor-turnover records arises out 
of the fact that turnover figures, if properly compiled, furnish an 
accurate means of gauging the relative soundness of the labor 
policies of the organization. A volume of turnover larger than 
the prevailing local average for the industry may indicate decided 
dissatisfactions with wages, working conditions, etc. A relatively 
low turnover may be said to indicate the opposite, that is to say, a 
fair degree of contentment among the employees. 

To be of practical value, labor-turnover figures should be com- 
piled in a manner which will reveal the specific groups of employees: 
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shift, department, occupation, or length-of-service group in which 
the various volumes of turnover are found. The great difference 
in the volume of turnover in different occupations is shown clearly 
in Table I presented above. Some occupations in the cloak, suit, 
and skirt industry of Cleveland, such as female cleaners and label 
sewers, and male trimmers, assorters, and assemblers, show turn- 
over extents more than three times as large as the average for the 
industry, and more than four times as large as that found in some 
of the other occupations. The variations in the extent of labor 
turnover in different departments of the same organization is 
illustrated in Table II. Some departments, such as “Big Four: 
common labor,” day shift, and “Garage: maintenance work,” 
night shift, show turnover extents about four times as large as the 
average for the establishment. Again, another department, 
namely “Screw, hand, and automatic screw machines, heading and 
slotting,” day shift, shows a turnover extent smaller than the 
average for the organization. 

It is obvious that groups with short records of service must 
necessarily show relatively higher extents of turnover. Table ITI, 
which was taken from one of the recent studies of the Federal Bureau 
of Labor Statistics,t shows the relative extent to which various 
length-of-service groups of employees are responsible for turnover. 

This table shows that the groups with records of continuous 
service of less than one month, while constituting only about 
11 per cent of the force, were responsible for more than 4o per cent 
of the separations. The chances for separation appear to decrease 
greatly with increased service. The service group of five years 
and over—17.5 per cent of the organization—was responsible for 
only 1.9 of the total number of separations. 

In this connection it might be of interest to illustrate the bear- 
ing of the existence of specific separation groups upon the instability 
of the working force. In the following illustrative calculations the 
size of each service group is indicated by the mean of its lower and 
upper limits. 

The existence of a “one week or less”’ separation service group, 
with a mean length of employment of 3.5 days, would necessitate 

* Monthly Labor Review (January, 1919), pp. 11-29. 
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the hiring of 103 persons per position per year, over and above the 
worker originally hired to fill the job. Such a replacement extent 
would be equivalent to an annual labor turnover of 10,284 per cent. 
A separation service group of “over one week to two weeks,” with 
a mean service duration of 10.5 days, would compel the hiring of 
34 extra persons per position per year, or a labor turnover of 3,396 


TABLE IIIf! 


PROPORTION IN EMPLOY AND AMONG THE SEPARATIONS OF CERTAIN 
IDENTICAL LENGTH-OF-SERVICE GROUPS OF EMPLOYEES 
IN 18 ESTABLISHMENTS IN CLEVELAND 


PERCENTAGE OF TOTAL 
LENGTH-OF-SERVICE GROUP - —____—____— 
Employed Separations 
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per cent per annum. The presence of an “over two weeks to one 
month”’ separation class, with a mean duration of service of 22 
days, would cause 16 extra replacements per job per year, or a 
turnover of 1,563 per cent. Similarly the existence of “over one 
month to three months”’ group causes the hiring of 5 extra persons 
per position per year. The latter volume of replacement is equiva- 
lent to an annual labor turnover of 508 per cent. 
Boris EMMET 


WaAsHINGTON, D.C. 


* Taken from the Monthly Labor Review, U.S. Bureau of Labor Statistics (January 


1919), pp. 11-29. 





MAINTAINING PRODUCTIVE OUTPUT—A PROBLEM IN 
RECONSTRUCTION 


The problem of industrial reconstruction is primarily the prob- 
lem of turning our resources from the channels of war-time produc- 
tion into those of peace-time production. Secondarily it is the 
problem of utilizing this period of change to bring industrial process 
into closer conformity with our ideal industrial program by con- 
serving what we have learned through our war experience. 

The most important and difficult task of reconstruction is to 
make this readjustment and still maintain the productive level of 
which we have found ourselves capable during the war. There is 
evidence that we have increased our output of products from 25 to 
30 per cent over the pre-war period through the complete utiliza- 
tion of our natural resources, our plant and machinery, and our 
labor. If production is allowed to return to the pre-war level out- 
put will slump off by 20 per cent. This would mean a correspond- 
ing waste of productive resources and a decrease of $14,000,000,000 
per annum in our national income as measured by the present price 
level; even if prices should fall 30 per cent the decrease would 
still be approximately $10,000,000,000. In view of the magnitude 
of this waste the government can well afford to spend several 
billion dollars per annum if necessary to maintain the level of pro- 
ductive output. The essence of the process would be that we would 
waste two billion dollars of our productive capacity in order to 
keep ten to fourteen billion dollars’ worth of resources from running 
to waste because of unemployment. The result is a net addition 
of twelve billion dollars to our national income. The alternatives 
presented by this situation are not government expenditure of this 
amount as against private expenditure; .they are government 
expenditure of several billions as against a waste of productive 
resources many times as large. 

A decline of the high level that we have reached during the last 
two ‘years will bring about a lowering of the standard of living which 
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our laboring classes have attained during the war. Further, it will 
prevent the possibility of that improvement in the standard which 
we should realize now that we have ceased wasting a large part 
of our output on war. One-half of the amount annually spent on 
the war by the United States would add two hundred dollars on the 
average to each of the twenty-five million laboring families of the 
United States. 

Such a fall of output will mean a decline by half in the volume 
of annual savings which we have made during 1916, 1917, and 1918. 
Savings, as the term is here used, consist of the excess of the nation’s 
production over its consumption and determine the annual net 
addition to our national wealth. During the war this excess has 
grown from six and a half billions in 1913 to over twenty billions 
in 1918; it has made possible the furnishing of thirteen billion 
dollars of capital to foreign nations, the addition of over one billion 
dollars to our stock of gold, an enormous extension of our plant 
equipment, and the prosecution of eighteen months of war without 
any appreciable diminution of the standard of living of our people. 
These additional savings have come, practically in their entirety, 


from the added production of the nation. If the additional product 
disappears, savings will decrease by almost a corresponding amount. 
The result will b&a decline in the rate of growth of our national 
wealth and in the volume of funds for loans abroad, and a rise in 


the rate of interest 

Such a decline in production will further have as its concomitant 
a period of widespread unemployment. This is especially true 
because of our returning soldiers, whose numbers are more than 
adequate to replace those who would naturally leave the ranks of 
labor now that the war is over. A pericd of widespread unemploy- 
ment can hardly fail to Dring about political agitation for a radical 
change of the present industrial order. Even to the thoughtful 
laborer, to say nothing of the demagogue who attains to leadership, 
it will seem that those socialists are right who insist that the capi- 
talists, meaning thereby the entrepreneurs, are interested, not in 
the utilization of our resources to satisfy the wants of our people, 
but only in profit; that in order to make profits it is necessary, in 
normal times, to restrain the supply of products and thus decrease 
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the demand for labor to the point where the price of the former 
shall rise high enough above the price of the latter to leave the capi- 
talist class a handsome margin of profit. It really does appeal to 
one’s common sense as being preposterous that the laborer should 
be thoroughly employed at good wages and should therefore enjoy 
a high standard of living when the nation is wasting billions upon 
war, and should find it impossible to secure employment and main- 
tain that standard when the waste of products has ceased. The 
present industrial order depends for the direction of productive 
activity upon individual initiative motivated by profit. If it is to 
endure, it must demonstrate its ability to prevent the consequences 
now threatening American industry. If it fails in this, then it seems 
reasonable that the great mass of laborers will demand a trial for 
a régime in which government shall again control and direct pro- 
duction as it did during the war to bring to its fullest realization our 
capacity for productive output. If our production does fall off by 
fourteen billion dollars and the laborer does make this demand, 
who shail say him nay ? 

It behooves those of us who believe that an order of private 
property and individual initiative in industry is desirable to ask 
ourselves what can be done to conserve the lesson which the war 
has taught us concerning our productive ability.« 

The point of view most relevant and valuable in attacking this 
phase of industrial reconstruction is that which recognizes the 
dependence of employment and productive output upon the state 
of business enterprise which exists among the entrepreneurs of the 
nation. It has become trite to say that many things will be differ- 
ent after the war, but it is certain that the industrial situation will 
still remain such that men who have jobs will have them because 
they are employed on the initiative of some entrepreneur, and plant 
and machinery that is kept running will be running because some 
entrepreneur so decides. 

Considered as a problem in business psychology the task is that 
of maintaining the exuberant spirit of business enterprise which has 
characterized the American entrepreneurs during the last three 
years, for while this spirit can be maintained it is safe to presume 
that our labor, our natural resources, and our plant and machinery 
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will be fully employed; that our productive output will be large; 
and that the fund available for taxation will be ample to meet the 
needs of the federal government as easily as they have been met 
during the past fiscal year. There will be abundant credit, both 
for industry at home and for loans to the war-impoverished nations 
abroad. In fact, the problems of unemployment, of the mainte- 
nance of productive output, and of fostering business enterprise are 
at bottom one and the same problem. 

The first thing needful is to ascertain the fundamental factors 
which determine the volume of demand. This must be supple- 
mented by a statistical examination of the demand for goods as to 
both direction and quantity, that may be expected now that the 
war is over. The business men of this country are perfectly willing 
to continue production at full speed when they have in hand or can 
foresee a demand for their products which will insure a reasonable 
margin of profit above cost of production. We must inquire also 
what assistance government can render in fostering the spirit of 
business enterprise through the formuiation of policies in such 
matters as the settlement of claims growing out of the cancellation 
of war contracts, loans to foreign governments for the rehabilitation 
of their industries, the undertaking of public works, and taxation. 

The fundamental fact that demand and production are inter- 
dependent and that therefore domestic demand is determined pri- 
marily by the state of domestic employment is the first great lesson 
to be grasped. ‘The demand for goods will depend primarily upon 
the purchasing power of the masses, and the volume of production 
can be maintained only through the complete employment of labor. 
This means that the business men as a whole have in their hands 
the size and scope of the combined demand presented by the mar- 
kets of the country. From the standpoint of national enterprise 
the problem is, not so much how to capture the markets that exist 
at the end of the war, but rather how to keep the various markets 
co-ordinated in such a manner that the sellers in one group of 
markets will be steady buyers of the things which other markets 
offer. 

On the statistical side we need an investigation to forecast mar- 
ket demand. In this connection a complete survey should be made 
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of the extent to which our plants, machinery, and durable con- 
sumption goods like clothing, furniture, houses, and automobiles 
have been depreciated during the war. ‘There is a pretty general 
impression among business men that the roadway and equipment 
of our railroads and the plant and equipment of our public utilities 
have been greatly depreciated, and that the restitution of these 
industries will constitute a demand for goods now that the war is 
over. We need to ascertain whether this impression is supported 
by facts. The investigation should also determine the extent to 
which our stocks of raw materials and finished goods have been 
depleted. In this manner we shall arrive at the volume of potential 
demand which must be satisfied when business prosperity sets in. 
It is most unfortunate in this connection that the War Industries 
Board was not retained. This Board had already collected a mass 
of data concerning production, depletion of stocks of goods, and 
growth of plant capacity. ‘This, if extended and presented from 
the point of view of reconstruction, would have been invaluable to 
the business men of this country in making plans for the redirection 
of their activities. 

Our business men and legislators must be shown that the great 
mass of demand for American goods must come from American 
buyers and not from foreign trade. There is much misunderstand- 
ing on this point. There seems to be a general impression that with 
our huge added capacity we should have to add almost all the 
world’s trade to our own for consumption to equal our present 
capacity. It seems to the American business man that unless we 
can capture a large part of the world’s trade our plants will have 
to lie idle. Unless his convictions on this point can be changed, the 
energies and thought that should go to solving the problems of the 
business cycle will be frittered away upon legislating and adver- 
tising campaigns which have for their chief end the corralling of 
the world’s foreign trade. An elucidation of principles and a collec- 
tion of facts which would succeed in turning the attention of Ameri- 
can business men to the development of regulatory machinery for 
the control of the business cycle rather than the control of imports 
and exports would be the greatest attainment, industrial and 
financial, since the days of Alexander Hamilton’s establishment of 
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national credit. Our total exports of merchandise in 1913 were 
$2,484,000,000. In 1917 they amounted to $6,233,000,000. Our 
national production was $35,000,000,000 in 1913, $65,000,000,000 
in 1917, and in 1918 it amounted to $70,000,000,000. 

If entrepreneurs are to enter upon an active program of con- 
verting plants and producing goods they must have a credit situa- 
tion which will put them in possession of the necessary funds. 
Here the government’s policy in settling claims arising out of the 
cancellation of war contracts will play an important part. If these 
are settled promptly, entrepreneurs will have available bank credit; 
if not, they will have undertaken claims against the government 
which will be settled only after years of litigation. The effect of 
prompt settlement upon the resumption of productive activity 
should be ascertained with some degree of quantitative definiteness. 
The government can then determine the results which will flow 
from a prompt settlement of these claims. A saving of four or five 
hundred millions of dollars in settling might result in a waste of 
productive resources of ten times this amount because of idleness. 
This would be a penny-wise pound-foolish policy. 

While the major part of our product must be marketed in this 
country, a quick and certain demand for our goods abroad would 
facilitate the readjustment of industry. This can be done only by 
loaning our customers the money with which these goods are 
bought, or what comes to the same thing, selling to them on credit. 
What amount of credit will we be able to furnish to foreign nations 
after the war? It has been stated with some show of statistical 
proof that the excess of our production over our consumption has 
doubled since the outbreak of the European war even when meas- 
ured in physical terms, and that in money terms it has increased 
from $6,500,000,000 to $20,000,000,000. If this is so, what are the 
conditions that will maintain such a volume of savings after the 
war? These matters should be made the subject of thorough 
investigation. 

Our most obvious and immediate foreign market will be for the 
things needed to rehabilitate France, Belgium, and the Balkans. 
The demand for these goods can be definitely enough determined 
in advance to enable our American business men to begin at an 
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early date to convert their plants to meet this demand. A market 
for $3,000,000,000 to $4,000,000,000 worth of materials and supplies 
for this purpose would be a valuable aid in producing and main- 
taining a healthy state of business optimism and employment dur- 
ing the days of industrial reconstruction. When our commissioners 
sit down at the peace table they should know exactly what this 
demand will be, and what effect its conservation for the United 
States will produce upon American business. It may well be that 
if they are thus informed they will find it desirable to accept long- 
term bonds, while the United States assumes the immediate burden 
of furnishing the wealth needed to enable the warring nations to 
assume quickly and efficiently their natural places in the world’s 
industry. In one sense these loans to Europe during the next few 
years will be costless, because the resources used in producing the 
exports to which they give rise will be unemployed and so wasted 
if the loans are not made. 

If the business interests of the country grasp clearly the prin- 
ciples which have been enunciated, and if the government gives 
proper aid by way of statistical information and the formulation 
of helpful policies, it will aid materially in maintaining the produc- 
tive level during the period of transition from war to peace. But 
the most sanguine of us hardly imagine that it will maintain the 
flow of products which we witnessed here in the years 1916-18. 
The best it can do is to prevent a depression which will carry our 
productive activity below normal. This normal, as we knew it 
before the war, will still be far below the maximum that we have 
recently attained. It seems that somewhere in the present indus- 
trial process there is a factor of retardation which is only occasion- 
ally cast out by such a holocaust as war. What is the secret of 
its casting out, even for the space of three years? If this secret 
can be discovered, we may indulge the hope of institutionalizing it 
and adding permanently ten billion dollars to our annual national 
output. We could then realize the high standard of living of which 
reformers have dreamed, and could increase our national wealth at 
a rate equal to that of half the civilized world outside. The 
usual view of the matter is that business lags in normal times 
because of a failure of demand; that during the war there was an 
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extraordinary demand, at first from the European governments and 
then from our own in addition. It was this additional demand that 
moved entrepreneurs to produce to full capacity. Now that the 
war demand has fallen off, it seems to most people obvious that 
production cannot go on at itS former pace. ‘If it did, where 
would we find our market ?” they ask. The fundamental fallacy 
lurking in this analysis has been commented upon in an earlier 
part of this paper. Production creates demand in ordinary times. 
It is an old maxim of political economy that wants are insatiable. 
This is still true, even in a country where the average of productive 
output is as high as in our own. Not more than tro per cent of the 
families of the United States have incomes of $3,000 or more. With 
such a situation there is still an immense amount of unsatisfied 
demend which depends for its appearance in the actual market 
upon nothing more than the opportunity to work and produce. To 
say that production lags because demand is not forthcoming starts 
with the assumption that production has already lagged and so has 
reduced demand. The secret of the thing must be sought else- 
where. 

A more fundamental explanation is that low profits, or even 
ordinary profits, are not sufficient to tempt business men to high 
productive activity. Modern business is carried on for profit. 
When large profits are in prospect, therefore, production goes on 
at a feverish rate. It is doubtful whether this explanation of the 
matter is quite adequate. Most business men are perfectly willing 
to produce for low profits, especially when no opportunity presents 
itself to make high ones. The fundamental reason why production 
is retarded when only low profits are in sight is that a situation 
which yields small profits is one in which the prices of products and 
the prices of cost goods are close together. The risk that a fall 
in the former or a rise in the latter shall completely absorb the 
margin of profit is increased as these two sets of prices approach 
each other and is lessened as the margin between them widens. If 
the prices of the labor and material come to exceed the price of the 
product, the entrepreneur faces loss and ruin. During the last 


three years prices for products have risen at an enormous rate, and 
while it was certain that the price of cost goods would rise also, the 
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margin between the two which the entrepreneur foresaw was so 
great as to minimize his risk. In this situation he was willing to 
produce to the full capacity of his plant. 

The factor that prevents a full realizaticn of our productive 
capacities is this risk of loss. If it could be minimized or eliminated 
the nation could have a high level of productive output even with 
normal profits. It is pertinent, therefore, to inquire into the pos- 
sibility of decreasing industrial risk through formal organization. 
Thus far the most successful institution which has been developed 
for the elimination of individual risk is the institution of insurance. 
In essence this is a pooling of the particular risk involved. Houses 
burn; the building of houses would, in the absence of insurance, be 
a venture fraught with risk, and the supply of houses would there- 
fore be restricted and of poorer quality. But by pooling the risk 
through fire insurance, one can be relieved of the risk of loss by 
fire for a small payment. One can then proceed to make his plans 
for building as though no risk of such loss existed. Cannot a simi- 
lar principle be applied to the risk of industrial loss with beneficial 
results? If it were possible to guarantee every entrepreneur at 
least his operating expenses, including depreciation, the risk of loss 
could be minimized. This would unquestionably stimulate pro- 
duction. 

Such guaranty could be made only by the government, for it 
only can exercise the taxing power necessary to take from the more 
fortunate industries those fortuitous profits which are the obverse 
of the losses incident to the modern industrial process. It would 
not do away with the right of private property or with individual 
initiative, nor would it in any wise lessen the incentive to prudence 
and efficiency. Neither would it induce anyone to put his capital 
into an unwise venture. There would still be the same incentive 
to exercise care in the direction of production, and to attain pro- 
ficiency in its prosecution, for without these no adequate rate of 
profit could be realized. 

This would not be socialism, because the entire industrial equip- 
ment of the country would still remain private property, and the 
profits of industry would belong to the owner. They would, of 
course, be subject to taxation, and the tax system would have to 
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be adjusted in such a manner as to take from certain enterprises 
the amount needed to cover the insured losses arising from the risks 
of modern business. Production would continue to be directed by 
individuals who would decide what should be made and would 
choose the methods of production. The right of private property 
in the means of production would probably have imposed upon it 
a new function. If the government assumed part of the risk of 
industrial loss it would no longer allow an owner to keep plants 
standing idle when such idleness caused unemployment. Any 
scheme of this sort would involve an examination and approval of 
the costs of labor and material before insuring them, otherwise 
the process might easily be open to fraud. But after our experi- 
ences of the last eighteen months this task certainly is not an im- 
possible one. 

The plan here set forth for maintaining the level of productive 
activity is not presented as a panacea, nor in the spirit of the 
propagandist. This nation has discovered a most important fact 
concerning its capacity for production. We are confronted by a 
serious crisis, economic and political. Fertile suggestions are there- 
fore in order, and this proposal is presented as such. It may be 
that upon closer examination of the details involved in administer- 
ing any such plan it will prove to be impracticable and unworkable; 
but if successful its possibilities are so epoch-making that it deserves 
thoroughgoing and unprejudiced consideration. It is presented 
here in the hope of stimulating frank discussion. Nor need this 
discussion be limited to the economists and business men. Our 
publicists are hard put to it these days for relevant issues that shall 
fire our political imagination. Our statesmen are making much 
ado over such matters as the public ownership and control of tele- 
graphs, telephones, and railroads. The revenue collected from the 
people by these industries amounts to $5,000,000,000 per annum. 
Surely some statesman ought to be willing to champion a cause 
which promises to add $10,000,000,000 to our annual national 


output. 
DAvip FRIDAY 
WasuINcTon, D.C. 





NOTES 


THE EMPLOYMENT SITUATION 


’ 


With a view to minimizing the volume of “temporary”’ malad- 
justment in the labor market necessarily incident to the cancellation 
of war contracts and the resulting discharge of war workers, an attempt 
has been made by the government to adjust the cancellation of contracts 
in the light of knowledge of the labor conditions in the chief industrial 
centers of the country. Shortly after the signing of the armistice, funds 
were placed at the disposal of the Division of Planning and Statistics 
of the War Industries Board for assembling information on the employ- 
ment situation. Under the plan worked out telegraphic reports are 
received weekly from about one hundred and twenty of the larger cities 
of the country and published in mimeograph form under the title 
“Weekly Reports on Labor Conditions, Secured by the United States 
Employment Service (Department of Labor)” at the request of the 

Var Department and the War Industries Board. The first report (quite 
inadequate) was received on November 18. 

The reports for each week call for (1) the number of laborers 
employed that week, (2) estimated net change in the volume of employ- 
ment during the ensuing week, and (3) the status of industrial relations. 
The reports now present, also, a Summary of Industries (to the number 
of fifteen), showing changes in the volume of employment during the 
week with estimates for the ensuing week. These industrial reports 
are also given for each city. 

So far as the utilization of these data for a “‘scientific’”’ cancellation 
of war contracts was concerned they have been of little, if any, value. 
There were four main weaknesses: (1) The number of concerns reporting 
varied widely during the first three weeks. The concerns reporting one 
week failed to report the next, but others in the same cities were added; 
(2) the cancellations of the War Department were based upon estimates 
for the ensuing week. These estimates often proved to be wide of the 
mark. In the first two or three weeks the estimates were unduly 
optimistic, reflecting the current opinions of most people that labor 
shortage was certain to continue. Moreover, the official interpreting 
the statistics did not, during the first two weeks, compare the estimates 
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of the preceding week with the actualities that developed;' (3) the War 
Department did not control the cancellation of foreign contracts in the 
same cities; (4) the data for each week tended to be out of date before 
the effects of the cancellation based on that data could become effective. 
Cancellation of a contract did not usually mean an immediate complete 
cessation of work. Speaking generally it was a tapering-off process, 
work ceasing when a contract had been completed or a portion of it 
completed. 

Notwithstanding these weaknesses of the method, the War Depart- 
ment, upon the advice of the statistician in charge, proceeded to cancel 
contracts everywhere with great rapidity. I believe I am right in saying 
that in no case was a cancellation withheld through fear of resulting 


unemployment. 
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A comparison of the total number of laborers employed on Decem- 
ber 21 and January 4 will serve to reveal what is happening in the labor 
market. Although the reports of January 4 are for twenty-six more 
concerns than those of December 21 (there are also some shifts in the 
concerns reporting), there was a reduction in the number of laborers 
employed amounting to 145,351. This means concretely that in these 
industrial cities peace-time demands are far from sufficient to absorb 
discharged war workers, let alone the additional labor supply that is 

«A good illustration of the error that may result from the statistician’s bias is 
found in the fact that upon the basis of the first two weeks’ returns the statistician in 


charge wired his firm that conclusive evidence was at hand to show that we were 
entering upon a period of great prosperity, and that they should go ahead full steam. 
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coming from cantonments; and about 400,000 men were discharged 
from the cantonments in this country during those fourteen days. 
Some of these will return to college and many to winter quarters on the 
farms, but it would probably be conservative to estimate that 50 per 
cent of these men are entering the labor market, though noi all of them 
of course in the industrial centers. 

There are still a number of cases of labor shortage with estimated 
increases in the volume of employment for ensuing weeks. These are, 
however, often misleading and most of them will probably prove but 
temporary. The cancellation of contracts for certain types of work 
is to become effective on February 1 or February 15, or March 1, as the 
case may be. Meanwhile in these industries additional workers are 
being employed in order that as large an output as possible may be 
produced before the fatal day arrives. 


WASHINGTON NOTES 
NEW PLAN OF RAILROAD CONTROL 


The next forward step in the development of a definite plan of action 
on the railroad question was taken on January 9, when a committee 
representing the railroad executives of the country, which during Decem- 
ber had been appointed to draw up a plan of action, presented itself 
before the Senate and there submitted a definite program for the con- 
sideration of the Interstate Commerce Committee, which is deliberating 
on the whole subject of relations between the government and the rail- 
roads. During the few days prior to the submission of the plan of the 
railroad executives, the Interstate Commerce Commission had itself 
been summoned before the Senate Committee and had declared itself 
in the main against the five-year government control plan of former 
Secretary McAdoo, made public in December last. The railroads’ 
plan calls for the return of the railroad operating properties to their 
private owners in the near future under a system comprising principles 
which may be summarized as follows: 

1. Private ownership, management, and operation of the roads. 

2. Transfer of all powers of control over transportation, whether 
interstate or intrastate, to the national government and exercise of 
these functions by it on a definite system. 

3. Relief of the Interstate Commerce Commission from administra- 
tive duties and re-establishment of its functions as a quasi-judicial body. 
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4. Establishment of a Department of Transportation headed by a 
cabinet officer charged with the administrative duties now exercised by the 
Interstate Commerce Commission as well as with others to be specified. 

5. Control of the investment of capital by roads in branches, costly 
terminals, etc., by the Secretary of Transportation. 

6. Valuation of railroad properties and control of railroad account- 
ing to be exercised by the Interstate Commerce Commission. All other 
executive and administrative duties to go to the new Department of 
Transportation. 

7. Carriers to be allowed to initiate rates, such rates to be permitted 
to go into effect by the Secretary of Transportation, or else to be 
suspended by the same officer and in either case arrangements to be 
made for the reference of rate controversies to the Interstate Commerce 


Commission. 

8. Principles of rate-making to be laid down in the new legislation 
subject to the requirements that all rates shall be not only reasonable 
but adequate to attract the necessary capital to keep up the roads. 

g. Appeal to the Interstate Commerce Commission with reference 
to rates to be permitted to any party in interest who desires to lodge a 


complaint. 

10. The Interstate Commerce Commission to have power to prescribe 
minimum as well as maximum rates. 

11. Existing rates to be continued in effect until changed by the 
Interstate Commerce Commission. 

12. Carriers to be authorized to complain of the charges of other 
carriers if they desire. 

13. The Interstate Commerce Commission to divide the country 
into zones, each such zone to be under the direction of a local com- 
mission controlling transportation therein. 

14. Express rates to be regulated in the same way as freight rates. 

15. The Clayton Act to be modified so as not to hamper the transac- 
tion of business. 

16. The Sherman Act to be modified so as to permit pooling and 
interline agreements. 

17. A Board of Arbitration between railroad capital and labor to 
be formed under the direction of the Secretary of Transportation. 

18. Debt incurred by carriers during the period of federal control 
to be funded. 

19. Government control of railroad securities issues. 

20. Federal incorporation of all roads. 
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While this program appears to embody a large number of very 
radical departures from existing methods, analysis of the various pro- 
posals shows that in the majority of cases the suggestions made are in 
line with what has been generally accepted by students of transportation 
and by practical experts in years past. The proposal to modify the 
Sherman Act as applied to railroads, for example, has been very generally 
admitted to be sound for at least ten years past. Much the same is 
true of the suggestion that the government regulate railroad securities 
issues. There is more difference of opinion about federal incorporation 
and control over intrastate rates, but the consensus of expert ideas is 
undoubtedly in the direction indicated by the committee of railroad 
executives. 

The new plan has apparently been received with unexpected favor 
in Congress, and the discussion of it before the Interstate Commerce 
Committee of the Senate has been more nearly free from the bitter 
controversial character characteristic of many past railroad discussions 
than could have been expected. How long a time will be necessary to 
obtain some definite action by Congress is still uncertain, but at least a 
fair beginning of the consideration of the question has been made. 


END OF THE CAPITAL ISSUES COMMITTEE 


With the end of December, 1918, the work of the so-called Capital 
Issues Committee has been brought to a close, another important step 
in the process of “demobilization” being thus definitely taken. While 
the committee has been maintained technically in legal existence it has 
ceased its operations and terminated the control it has been exerting 
over the issue of securities. By an inconsistent development, the 
so-called “‘money pool committee”’ established in New York for the 
purpose of regulating and controlling the making of loans on the stock 
exchange has undertaken to continue its existence and has maintained 
its present regulations in full effect. There has been a very considerable 
development of applications for the issue of new securities which would 
have come under the jurisdiction of the Capital Issues Committee, and 
the flotation of these issues is now going actively forward. This is 
parallel to the situation in Great Britain where, however, the control 
of capital issues exerted by the Treasury still continues. The British 
Treasury has within the month of December passed with its approval 
a much larger number of applications than had been previously per- 
mitted in any similar length of time, and the number still awaiting 
action is becoming very great. 
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These tendencies are symptomatic of the effort to re-establish busi- 
ness upon a normal basis and to make up some of the loss of time due 
to the war, in connection with extensions and improvements as well as 
with new enterprises. At the same time, borrowings at the banks have 
tended to grow much more active—so much so that the Federal Reserve 
Board has felt called upon to issue a letter of general warning and 
instruction to member banks against the undue use of rediscount facilities 
for profit-making purposes. There is thus far no perceptible effect of 
such representations, except perhaps greater caution on the part of the 
banks in some cases where they had previously been inclined to make 
very excessive applications for accommodation. Probably the most 
dangerous feature of the present condition of things is found in the 
disposition to make large loans based upon government bonds as col- 
lateral, the purpese being to obtain advantage of the lower rates of 
discount granted at Federal Reserve banks for paper collateraled by 
government obligations. It is a hopeful factor in this state of things 
that some of the more ably managed banks are already showing a desire 
to limit, so far as they can, the loans obtained by customers on the 
strength of government bonds and to encourage the presentation of 
genuine commercial paper for discount. 

A beginning has at least been made in checking the inflationary 
tendency of the time in the matter of currency. Since the beginning of 
the war there has been an almost continuous expansion of Federal 
Reserve notes, resulting in a total issue of $2,200,000,000. This issue 
of notes has not all represented a net increase, since from it there must be 
deducted the gold coin and certificates withdrawn and impounded in 
Federal Reserve banks as a result of the reserve policy of the Federal 
Reserve System. When all allowances have been made, however, it is 
undoubtedly true that an expansion of at least $500,000,000 or $600,- 
000,000, measured on a net basis, has occurred. Within the past month 
there has been a strong inward movement of paper currency to banks 
in various parts of the country, thus indicating the elasticity of the 
currency and its power to contract under certain conditions. The 
shrinkage of the outstanding volume of Federal Reserve notes has now 
apparently begun. Reappearance of gold and gold certificates in the 
deposits at banks represents the cessation of hoarding and the restoration 





of money to its commercial channels. 


A NORMAL MONEY MARKET 


Considerable progress has been made during the month of January 
in the direction of restoring normal conditions in the money market. 
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The Treasury Department has practically announced its determination 
to offer the Fifth Liberty Loan during the coming spring at a rate of 
interest roughly corresponding to the commercial or investment value 
of the securities. This may bring the rate perhaps as high as 5 per cent. 
Secretary of the Treasury Glass, in an address before New York bankers 
on the evening of January 13, while pointing out that the issue of these 
great loans was essentially a public matter, nevertheless fully conceded 
that the Treasury Department must stand ready to pay approximately 
the fair going value of money at the time of placing the loan. Although 
the announcement of the official rate for the new securities is still with- 
held, and although the public is still uncertain whether that rate will be 
granted in the form of actual interest or partly in higher interest and 
partly in tax concessions, the news that the Department intends to 
operate upon a fair basis has done much to stabilize investment con- 
ditions. On the other hand, the announcement of Secretary Glass, 
made on January 16, that he had requested the congressional authorities 
to extend the conversion privilege for the early liberty loans into bonds 
of the fourth loan, foreshadows the adoption of a definite funding or 
conversion policy. 

At the same time, it has been made known that the Department 
would no longer interpose objections, as it has in the past, to the offer- 
ing and sale of foreign government bonds in the American market. 
Such action was practically unavoidable in view of the unwillingness 
of Congress to authorize further advances to the allied governments 
upon the terms which had been laid down for the making of war leans 
to them. The restoration of the old plan of financing practically places 
the foreign buyer upon a commercial basis in the American market and 
tends to restore the commercial rate of interest which existed prior to 
the assumption of control over all foreign borrowings by the Treasury. 
It has further become unofficially known that arrangements are in progress 
with a view to the restoration of a free gold movement and a relaxation 
of foreign exchange control. All these conditions tend toward the 
restoration of confidence, and various unmistakable evidences of the 
better condition of the public mind resulting from these changes are 
already to be noted. Entire normality in the money market can of 
course not be re-established until the close of the period of extensive 
public financing. Such a close may be brought about at the end of the 
floating and payment of the Fifth Liberty Loan, should that loan as 
now expected prove to be the last of the series. Conditions indicate 
that even general and superficial recovery from the banking conditions 
resulting from an operation of this magnitude in a market like that 
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which now exists cannot be expected before the end of 1919. The close 
of this year, however, may easily see the beginning of fairly stable and 
conservative conditions in the after-war financial and banking system 
of the United States. 


PROGRESS OF WAR-REVENUE ACT 


The Senate on December 15 passed the so-called “war-revenue bill’’ 
(H.R. 12863, Sixty-fifth Congress, Third Session), otherwise known as 
“An act to provide revenue and for other purposes.” The revenue act 
as thus adopted contains in all six hundred and two amendments to the 
House draft. Many of these amendments are purely technical, while 
many of them are changes in the administrative structure of the pro- 
posed revenue system due to further thought and study on the subject. 
A few represent genuine departures of theory from the ideas embodied 
in the House plan. There are important alterations in the inheritance 
tax as to technique and rates, as well as in the method of levying the 
excess-profits tax and of measuring income and capital for taxation. 
All in all, however, the bill as thus adopted is essentially the same 
general plan that was passed by the House in September and represents 
an attempt to comply with the Treasury program of raising $1 in taxa- 
tion for every $2 in loans for war purposes, a program which, however, 
could not have been adhered to had the war continued even a little 
longer. As things stand the termination of the war and the consequent 
reduction of federal expenditures, which will sooner or later occur, 
may make it possible to conform to the proposed relationship between 
loans and taxation. The trouble with the new measure is that although 
peace has now returned in fact if not in theory, the finances of the nation 
continue to be on a war basis for the present at least, while the public 
is unable to understand, or to approve, the maintenance of a war-revenue 
basis in time of peace. 

Probably the most severe criticism of war-revenue-raising methods 
and of treasury finance in general that has yet been offered is that 
furnished by the American Economic Association in the report of its 
war committee presented at the annual meeting in Richmond on 
December 28. In this report the familiar errors and injustices of the 
tax program are set forth. The fact which stands out most clearly in 
this report is, however, the attempt to levy war-profits taxes and excess- 
profits taxes upon “profits”? which, although shown in terms of dollars 


on the books of corporations, have not been realized but are only 
theoretically in hanc. The effort to place the levy on this basis must, 
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as is now pointed out by the committee, necessarily compel the tax- 
payer who has not realized his profits either to borrow the funds 
necessary for tax payments from his bank or else to attempt to obtain 
them through hasty sales of his assets. The latter course inevitably 
results in an even greater shrinkage of prices than would otherwise 
take place, while the condition of the market at the close of an exhausting 
war is naturally anything but favorable to the successful or satisfactory 
disposal of valuable property. It does not help the situation that the 
preparations for the Fifth Liberty Loan now evidently contemplate 
the placing of this loan at a time which will bring the tax payments 
alraost simultaneous with, or parallel to, the new borrowing. As the 
requirements of the Treasury have been gradually developed under the 
headship of Hon. Carter Glass, the successor of Secretary McAdoo, who 
took office on December 16, it has become evident that Treasury require- 
meuts.have become greater than even at first supposed. That the loan 
will equal or exceed $6,000,000,000 is now generally believed, and this 
amount is practically the estimated yield of the new revenue bill. The 
problem of actually finding and paying to the government the sum .of 
$12,000,000,000 within the first half or two-thirds of the year 1919 is 
anything but encouraging to industrial managers as well as to the 
recipients of incomes. 


SUBSIDIZING GOLD PRODUCTION 


On October 30, 1918, a special committee, which had been appointed 
on behalf of the Bureau of Mines and of the Geological Survey to con- 
sider the question whether the gold-mining industry of the United States 
needs stimulus in order to increase its production, and if so what the 
method of assistance should be, filed its report with the Secretary of 
the Interior. The report, which was made public on January 3, 1919, 
is considerably less vigorous than had been expected, since it does not 
propose to subsidize the production of gold, except indirectly. It 
elaborately reviews the conditions of producing gold which have pre- 
vailed during the past few years and shows that some decline has taken 
place in the amount of the output. Expenses in producing the metal 
have risen very greatly, as is true of all other costs of production, and 
this has tended to drive out of operation the less productive mines of 
the various regions. On the other hand, the committee shows that steps 
have been taken in various countries to restrict the movement of gold 
as a result of a war policy which sought to maintain bank reserves at as 
high a level as possible and that these have tended to bring about 
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banking inflation and hence to raise prices, a fact which in itself has 
reacted upon the production of gold by rendering it more expensive 
and less profitable. It is further urged that the present system of 
federal taxation, and particularly the excess-profits tax, has tended to 
discriminate against gold production, so that, as a result, the industry 
has suffered in various ways. The views of the committee favor the 
exemption of gold mining from excess-profits taxation and the restora- 
tion of the free movement of gold at as early a date as can be arranged, 
as well as the granting of war preferences to gold mining as regards labor 
and supplies. The members do not recommend the payment of a direct 
subsidy to gold mining, notwithstanding that this plan has been strongly 
urged in Great Britain, where a special commission has been at work 
investigating the situation, and has lately filed a report dealing more 
particularly with the condition of gold mining in the British possessions. 
The effort to subsidize gold mining has already been recognized by 
economists as tantamount to a proposal for additional banking inflation, 
and, accordingly, has not been favorably received by more than a very 
limited number of persons outside of the mining industry and those 
directly dependent upon it. This suggestion was discussed at the last 
annual meeting of the American Bankers Association, but at that time 
received only a very qualified support in the form of a resolution approv- 


ing more equitable or generous treatment in the matter of taxation. 
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This book deals with one of the most difficult subjects in the whole 
field of American taxation, namely, the history, present condition, and 
significance of the state tax commission. Germinated in Indiana in 1891 
the idea of a state tax commission, designed to supervise the efforts of 
local assessors, spread until “today state tax departments, headed either 
by a single official or by a board of tax commissioners, are found in thirty- 
five states”’ (p. 3). 

The study is broader than its title, for, as suggested in the quotation 
immediately above, it deals rather with supervising “state tax depart- 
ments,’”’ whether they be tax commissions or boards of equalization, or 
boards or officers having some other name. Occasionally, too, the dis- 
cussion broadens out to a consideration of the tax systems themselves. 
The first chapter deals with the evolution of centralized administration 
in taxation. Then follow two chapters on boards of equalization and 
assessment. Then an excellent chapter on the organization and equip- 
ment of state tax commissions are studied in detail, while the remainder 
are grouped as those of eastern states, southern states, and western states. 
The conclusion contains a very interesting summary of what has resulted. 

The diligence and exhaustive research which have gone into the book 
deserve the very highest commendation. The author has combed the 
whole United States, read innumerable reports and statutes, visited state 
capitols, and corresponded with tax officials for his information, all with 
untiring energy. When one remembers how many states there are and 
how complex their tax systems, one can appreciate the enormous labor 
involved. As a compendium of the available printed reports and as a 
reference book it is very complete. 

The study has received the David A. Wells prize and is published from 
the income of that fund. We agree that it was a most worthy award, 
and in the criticisms which follow we wish this distinctly held in mind. 
Furthermore, it is obvious that there had to be some limitations on the 
field covered since it would be impossible to cover everything. Yet the 
following criticisms may be made. 
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In the first place there is often too much detail of a non- 
typical character. At times one cannot see the forest for the trees. 
There is sometimes not the best judgment used as to the weight to be 
given to statements from different sources. Thus ex parte statements of 
privately subsidized “state tax associations” are accepted against the 
deliberate judgment of experienced and impartial public officials. 

In the second place the human element is thrust entirely into the back- 
ground. The evolution of the tax administrative systems of the states 
is a story largeiy of the sacrifices and contributions of individuals to the 
advancement of democracy and justice. Without intending any indi- 
vidual distinction, for twenty other names might be mentioned, we may 
say, for example, that to tell of the tax commission of Kansas and not 
of the part played by S. F. Howe, of that of Rhode Island and not of 
Zenas W. Bliss, or of that of Ohio and not of Dittey or Peckinpaugh, is 
to leave Hamlet out of the play. Some of these are, to be sure, quoted 
in the footnotes, but Hamlet in a footnote! 

Another point in criticism is the failure to recognize the importance of 
the vital difference in the framework of government in different parts of 
the country. The township system of New England, the independent 
counties of the South, the compromise systems of the Middle West, and 
delegated local autonomy in the far West give each in its way a different 
meaning to the same words in tax administrative law. The “county 
assessor”’ of the South is likely to be merely a satellite or scribe of the 
great “high sheriff”; the “county assessor” in the North is often only 
superimposed like a porous plaster on the petty local autonomy, while 
the “county assessor” of California and neighboring states is an inde- 
pendent dignitary. All these distinctions are omitted. It is equally 
true that the “general property tax” is not the same everywhere. In 
fact, there are about as many varieties thereof as there are states. Hence 
centralization means orie thing in one place and another in another. 

While the relation between tax reform and wider political movements 


and parties is often given consideration, sometimes it is given none, or is 
misinterpreted. Thus there is no attempt to explain the intrenched 
power of privilege in Illinois and Ohio as the cause of the slow growth 
there of such a thing as a democratic conscience on tax morals. 

Still, all these faults may be forgiven because what was done was so 


well done. 

The Index is very poor. This is the more unfortunate because the 
book is one for the effective use of which the reader will necessarily require 
the index constantly. The main fault of the Index is that more attention 
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was paid to the footnotes than to the text. To give one example among 
many, on page 94 there is an excellent outline of the famous California 
railroad tax litigation which settled a vital principle in American taxation. 
This is indexed under a paragraph headline “ Corporation Taxes,”’ a catch- 
word one would not readily think of, and not under railroads at all. An 
example of a different kind is that the census reports on wealth, debt, and 
taxation are quoted on page 41 (and probably elsewhere) but are not 
mentioned on page 238, which is the only reference to them given in the 
Index. Without further specification we may say that the Index is so 
poor and a good one is so necessary that the publishers would be justified 
in requiring it to be done all over again. 


CarL C. PLEHN 
UNIVERSITY OF CALIFORNIA 


Budget-Making in a Democracy. By Epwarp A. FITZPATRICK. 
New York: The Macmillan Co., 1918. Pp. x+317. $1.50. 


There has been much discussion of a budget system, both popular and 
scholarly. Various budget proposals have been presented inspired 
chiefly by the phenomenal increase in public expenditures. They are 
advocated in the interests of public economy since they essay to check 
the prodigious governmental outlays. 

Mr. Fitzpatrick presents a new view of the budget. He does not 
quarrel with the enormous and rapidly increasing expenditures of govern- 
ment, but accepts Wagner’s law that with advanced industrial society 
must come increased exp€nditures. He thus shifts the discussion from 
absolute or per capita amounts and increases to social efficiency. The 
final test and justification of public expenditures are summarized in these 
words: “Social energy expressed in public funds must secure in terms of 
social welfare results greater than the same expenditures privately made.” 
It may be said in support of Mr. Fitzpatrick’s exposition that in popular 
discussions of the budget too much emphasis has been laid on the 
accounting side of public expenditures with an almost total disregard 
of the underlying broader aspects of social welfare. To borrow from 
Professor Cooley, we have counted the seconds with care, but are hardly 
in a position to tell what time it is. 

But more than that, we have been so intent upon “cutting”’ expendi- 
tures that we are on the verge of disregarding the fundamental principles 
of our government. If economy could be attained by an executive 
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budget, be it through false parsimony or better administration—we cared 
little which—we were willing to upset our democratic institutions. This 
trend of thinking is patently evinced in the various proposals which have 
come before the public. It is urged that executive budget proposals 
should come before our legislatures with a strong presumption of inviola- 
bility encumbering them in the exercise of their right of final determina- 
tion. Hampering legislatures which are the representatives of the people 
in the use of their conclusive judgments is incompatible with democratic 
institutions. Mr. Fitzpatrick’s book coming at this time makes his dis- 
cussions singularly pertinent. When for four years the world’s horizon 
has been clouded ominously by the threat of autocracy, Budget-M aking in 
a Democracy puts the question quo vadis very relevantly. 

Mr. Fitzpatrick is an ardent supporter of the budget, but his logic 
comprehends more than simple parsimony, nor is he oblivious of demo- 
cratic prerequisites. Briefly, Mr. Fitzpatrick’s proposal proceeds from 
the basis “that the functions of the administration, including the execu- 
tive, in budget-making is preliminary, preparatory, advisory, and the 
function of the legislature is determining and conclusive.’”’ The adminis- 
trative departments prepare the budget proposals which finally come to 
the chief executive where, with the exception of the estimates of adminis- 
trative commissions and the judiciary, they are reviewed and sent to the 
legislature. The budget proposals formulated in lump sums according 
to services or functions are presented to the legislature without any 
“artificial restrictions.”’ Appropriations should be voted “continuing” 
as they correspond to “permanent” services. A discussion of budget 
proposals in the committee of the whole has a distinct advantage over floor 
and committee discussions. The public shall be invited to participate in 
legislative consideration. For purposes of adequate presentation and 
defense proper administrative officers shall have the privilege of the floor. 
To insure intelligent criticism the minority shall have power to collect 
information independently of administrative machinery and to summon 
administrative officers for interpellation. 

Mr. Fitzpatrick’s proposal is simple; it requires few legislative 
changes and no constitutional amendments. It is adaptable to national 
and state governments alike. Much illustrative material adds to an 
interesting presentation and all in all the book is one of the best contribu- 
tions to the budget discussion. 

A. O. BRUNGARDT 


UNIVERSITY OF CHICAGO 
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Railway Rates and the Canadian Railway Commission. By D. A. 
MacGrsson, PH.D. Boston and New York: Houghton 
Mifflin Co., 1917. Pp. xv+257. 


Dr. MacGibbon’s volume in the Hart, Schaffner & Marx series fills 
a decided gap in the literature of railway regulation. Conditions in 
Canada and the United States are so interdependent that neither can 
be adequately handled in isolation from the other, and a study of 
Canadian conditions is essential to a full view of American transportation 
problems. A reading of this book will strengthen the conviction that our 
past experience in control should be viewed as a tentative, formative 
stage of development, in which we have had an opportunity to clarify 
our views and to see what the demands of the problem are, but under 
limitations which have prevented the development of such a compre- 
hensive, thoroughgoing, and adequate policy as the future will demand. 
Precedents should therefore be looked upon as valuable lessons rather 
than as rules for future procedure or bars preventing a future change of 
course. In the case of Canada this is due to several causes. 

In the first place, the Canadian railway systems, with the exception 
of the Canadian Pacific, have not reached maturity but are still in the 
stage of 
straining their resources, with the formal approval of Parliament, to realize 
ambitious schemes. Not until the Grand Trunk Pacific and Canadian North- 
ern have completed their transcontinental lines and normalized their expendi- 
tures and revenues can the full competitive and Eastern vs. Western rates 
problems be accurately appraised and reach a final disposition. Indeed, since 
the outbreak of the war in 1914, the weaker roads have become so enmeshed in 
difficulties that it is almost certain a radical Parliamentary solution of the 
whole problem will have to be sought. 


In the second place, Canadian rates are controlled by water competi- 
tion far more completely than are those of the United States, and if 
control should be extended to water rates the entire situation would be 
revolutionized. 

In the third place, the competition of routes passing through the 
United States and of producers shipping from United States territory 
plays a far larger part in the Canadian problem than the corresponding 
Canadian competition plays in the problems faced by our Interstate 
Commerce Commission. This situation creates a twilight zone which 
demands international action for its proper disposition, and until such 
co-operation is established the Canadian Board is not free to treat rate 
questions on their economic merits. 
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With these qualifications the development of the principles of rate 
control seems to have been very similar in the two countries, and the 
Canadian Board (created later than our own) has found it possible to 
cite many precedents from this side of the border for its views of the 
merits of the cases before it. The development of principles has come 
through settling particular cases as they arose, and it appears that the 
smaller grist of cases in Canada, together with the limitations already 
mentioned, has meant a less complete working out of principles. In the 
matter of the level of earnings the importance of valuation is clearly 
recognized, but deficits have been so large that it has been possible to 
settle cases without committing the Board to particular rules of valuation. 

The first part of the book describes the development of the waterway 
and railway systems of Canada, the general policy of government, and 
the machinery of public control, thus establishing the environment 
within which the Board of Railway Commissioners has worked out the 
rate rulings which are analyzed in the second part. One could wish 
that the law under which this Board acts had been presented more fully 
and explicitly, especially as the author later refers to it as limiting the 
scope of the Board’s decisions. 

The author takes fundamental rate theories for granted as having 
“been adequately enough explored” by other writers, and his own study 
‘value-of-commodity”’ principle, itself 


merely shows them at work; the 


sadly in need of probing and analysis, is apparently taken as one of the 


fundamental theories. In style the book leaves something to be desired, 
but it will be a welcome addition to the literature of the subject. 
J. M. CLark 


British Railways: Their Development and Their Relation to the State. By 
EDWARD CLEVELAND-STEVENS, M.A. London: George Routledge 
& Sons, Limited; N.Y.: E. P. Dutton & Co., 1915. Pp. xvi+332. 
Mr. Cleveland-Sievens’ book, which is also a doctor’s thesis of the Univer- 
sity of London, undertakes to make a scientific study of the course of railway 
amalgamation in Great Britain up to the year 1900, utilizing the material in the 
Acworth Transport Collection at the London School of Economics. It is a 
careful study, well written and remarkably compact. The author notes the 
difficulty of giving statistical expression to the growth of amalgamation 
because of the varying import of different forms of control, and because neither 
capital nor mileage is an adequate measure of the importance of different 
combinations. He therefore concludes that maps are the best resource. 
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While the book is intended as a record of fact, the author presents certain 
conclusions which are of interest. The haphazard growth of the British rail- 
ways has been an expensive luxury, but a fairly harmonious system has finally 
emerged, and “‘the public have undoubtedly gained in transport facilities by 
the existence of lines which would have been considered unnecessary if a 
comprehensive scheme of railways had been established in the first instance.” 
As for the fact that English railways have cost more to construct than those of 
any other country, this is not the fault of the roads but of the system under 
which they were built. They were compelled to pay high prices for land, to 
“‘spend capital without regard to their ability to secure adequate return upon 
it,” and were subjected to other burdens by legislature, government depart- 
ments, and public opinion. The accounting methods in the matter of capital 
expenditures, to which American writers have been inclined to attribute some 
part of the large capitalization of British railways, are conspicuous by their 
absence from Mr. Cleveland-Stevens’ treatment of this subject. 

The author holds that the general effect of amalgamation has been to 
reduce charges, since the small, conflicting systems could not be operated 
efficiently. He points out that ‘“‘the largest railway system in England has 
but a seventh part of the mileage controlled by the management of a great 
American company,” and he holds that with proper decentralization of manage- 
ment combination could go considerably farther with resulting gains in 
efficiency. But whether combination is or is not destined to go to the limit, 
competition is not to be relied on as a controlling force, and a strong and 
permanent regulating body is needed. The Traffic Act of 1894, by making 
existing rates the presumptive standard in future cases, put an effective check 
on the competitive lowering of rates as well as on any possible monopolistic 
increases, and this step would perhaps not have been taken had there been at 
that time any active competition worth mentioning. Apparently there is more 
readiness in England than in America to abandon the remnants of competition, 
and the possibility of continued government operation might seem to be larger 
in England than in the United States. 


From Isolation to Leadership. A Review of American Foreign Policy. 
By Joun Hoiiapay LATANE. New York: Doubleday, Page & 
Co., 1918. Pp. 215. $1.00. 

In brief, clear, and readable form Professor Latané has outlined the main 
developments of American foreign policy. The origin of our policy of isolation, 
the formulation and development of the Monroe Doctrine, our attitude on 
arbitration and the ‘Open Door,” and the events and forces which brought us 
into the war are all dealt with. Another section might well have been added 
on our doctrine of the ‘freedom of the seas.” The author quite rightly empha- 
sizes the fact that Washington warned only against “permanent alliances” 
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of the current European type, and that “‘neither Washington nor Jefferson 
intended that the United States should refrain permanently from the exercise 
of its due influence in matters which properly concern the peace and welfare 
of the community of nations.’”” The United States may enter a League of 
Nations without endangering the essentials of the Monroe Doctrine, which is 
quite distinct from our policy of isolation. At a period when the United States 
has inevitably assumed a new place in world-affairs it is important for the 
average American to see clearly the principles for which we have always 
contended, and the reasons why we can no longer deny responsibility for much 
that goes on outside the Western Hemisphere. The book should be useful for 
college classes and for the general reader as well. 





